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printed figures 
the pass book create and hold 


Customers are never doubt 
about the accuracy the figures 
their pass books when the 
savings department bank 
equipped with National Posting 
Machines. Figures are printed. 
They are legible. And every one 
the right place. Each cus- 
tomer can make certain, 
glance, thatthe entries 

And the printed figures the 
customer’s pass book and the 
ledger account 
are always the same. They can’t 
different. All are printed the 
same time—at one operation. 

This enforced accuracy builds 
customer confidence and saves 
time and trouble. addition, 
National Posting Machines also 
permit quicker service. 

The Fifth Third Union Trust 
Company, Cincinnati, Ohio, one 
the oldest and largest banks 
the middle west, has found 
National Posting Machines “very 
satisfactory our depositors 
well our Their letter, 
reproduced here, shows what 
they think about these machines. 

May send you complete in- 
formation about what you may 
expect these machines 
for you? 

Simply telephone our repre- 
sentative. write us. 


POMBE 


VE 
STEM 


The 


e Scene in The Fifth Third Union Trust Company, Cincinnati, Ohio 


e 
DAYTON, OHIO 


Cash Registers Typewriting-Bookkeeping Machines Posting Machines Analysis Machines Bank-Book- 
keeping Machines Check-Writing and Signing Machines Postage Meter Machines Correct Posture Chairs 


CAPITAL SURPLUS TEN MILLION 
: ARTHUR SCHmiry CINCINNATL October so, 1934 
ASSISTANy 
The Nationa) Cash Register Company, 
Dayton, Ohio, 
It tgs nearly five Years Since Your Posting M&chines Were 
: Instalieg in oup Savings Department. 
Our £XPerience has been that these Machines Proved to be 
very tag tsfactory to oup depositons &s wel) 8s to Our Starr, The 
advantage of having Our ledgers Posted with the 
Pass dook entry very destranie. This feature S8ves time and 
Minimizes €rrors, Our CUstomeng like the Printeg receint Which 
the Machine Produces 8nd we fing that the Printed figures in the 
Pass book Create and hold customen onfidence, 
From an Sudit Contro) Standpoint Our Protect top, 1s 
deemeg 8reater than it was before, &@nd mechanically the Machines 
have Siven formly &xcellent S€rvice, 
Schmitt, 
MD Assistant Cashte,’ 
— 
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ONE taking broad view the 
business situation, past and pro- 
spective, can fail observe the 
tremendous difference between the atti- 
tude bankers, industrialists and finan- 
ciers the present time and that held 
even late three months ago, not 
mention their attitude and sentiments 
the beginning the past year. 

year ago their attitude was little 
short despair. Until comparatively 
recently continued one doubt, 
suspicion and hesitance with liberal 
admixture criticism and resentment. 
Gradually there has been developed 
spirit cooperation, and the past 
month there has developed aggressive 
leadership. The congress industrial- 
ists New York early December, 
followed that White Sulphur 
Springs, indicates determination 
the part business men not only 
cooperate with the Government but 
lead the latter comprehensive cam- 
paign, founded upon sound principles, 
toward business recovery. 

Nor has the Government failed 
reciprocate. every administrative de- 
partment manifest disposition aid 
business recovery along its own lines 
and time- 
proved methods 
has been devel- 
oped. Federal 
loan agencies 
show increas- 
ing disposition 
shift credit exten- 
sion private in- 
vestors. There 
less talk reform 
and more re- 
covery. All sug- 
gestions infla- 
tion and other 
disturbing factors 
are being avoided. 

Efforts are be- 
ing made stim- 
ulate business 
prospect rea- 
sonable profits 
rather than 
regimentation, 
and regimentation 
itself disappear- 
ing into the mu- 
seum aban- 
doned economic 
theories. The slo- 
gan team work, 
not domination. 
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Modernizing 


With loans for home modernizing and 
repair, reported banks and other 
lending institutions, amounting only 
about $25,000,000 the middle 
December, might first appear that 
that phase the housing campaign 
not much success. true that 
there lag about month between 
loans and their report headquarters 
and, with rising curve loan con- 
tracts made, that month may lot 
difference. 

The truth is, however, that, 
money lending proposition, home im- 
provement may not impressive. The 
fact noted that contracts for 
modernization and repair reported 
the local committees are running about 
five times the loans reported. Spring 
when the full effect the current cam- 
paign will registered the total cer- 
tain impressive. This raises the old 
question just how much credit the 
lack has entered into the lag 
building activity. Judging results the 
lag seems have been due more in- 
ertia and the lack enterprise than 
lack credit. 


THE JANUARY COVER 


Donald Richberg with Bardo, president the National Asso- 
ciation Manufacturers, the association’s meeting New York 
where Mr. Richberg urged business ahead without waiting for 


Government assurances 


all events seems pretty certain 
that the results the campaign will 
highly important stimulant some 
lines business. last accounts about 
4,300 communities had been organized 
for the movement and about one-fourth 
them were active canvass. They 
are supported over 11,500 financial 
institutions. Such movement bound 
have results other way than 
stirring people into doing something. 


Debt Revision 


The exchange notes between Great 
Britain and the United States the 
matter the December inter-govern- 
ment debt instalment indicates that 
both nations contemplate debt revision. 
Revision, course, impossible 
long the pound sterling and the dol- 
lar are outs with one another. 
Debt settlement depends upon currency 


stabilization. 
* 


Reserve Banknotes 


December there was only $27,- 
477,000 Federal Reserve banknotes 
circulation—$1,060,000 for the Bos- 
ton bank and 
$26,417,000 for 
the New York 
bank. These fig- 
ures not in- 
clude $81,913,000 
the notes for 
whose retirement 
other banks have 
deposited that 
amount lawful 
money with the 
Treasurer the 
United States. 

Against the 
$27,477,000 
actual circula- 
tion collateral 
the form Gov- 
ernment securi- 
ties had been 
pledged the 
amount $43,- 
874,000. There 
isn’t much doubt 
about the safety 
this currency 
still outstanding, 
but there much 
interest the 
transactions 
which cause 


KEYSTONE 


Your Bond Account.. 


How will your bank’s bond account look when you close 
your books 1935? Will show fewer undesirable 
condition from the standpoint market value well 
income? That will depend not only how the bond 


market fares during the coming year but also how you. 
take advantage each opportunity offers. 


Add your bank the successful group now forging ahead 
with the aid Moody’s Supervisory Service. These banks 
have healthier portfolios today than they had year ago. 


They realized that managing bond account more than 
one-man job... that requires the combined efforts 
many investment specialists, each devoting his every 
working hour the rails, the governments the 
utilities, the case may be. They gave their bond 
accounts just that sort careful attention calling 
Moody’s Supervisory Service. Their satisfaction indi- 
cated the fact that they are with again for 1935. 


would like show you what this service can for 
you, moderate cost your bank afford. There 


cost, obligation, violation confidence involved. 


you talk over? 


INVESTORS SERVICE 


JOHN MOODY, President 
BROADWAY NEW YORK CITY 
BRANCH OFFICES ALL PRINCIPAL CITIES 


AX: 
a Y- 
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hangover emergency currency the 
New York Federal Reserve district 
just this time. 

* 


Nipped 

Three months ago some Europeans 
thought that there would further de- 
valuation the dollar. There was really 
nothing the time indicate that 
such was actually the prospect, but 
European speculators backed the idea 
the extent selling short many mil- 
lions dollars, some authorities placing 
the extent the speculation around 
$100,000,000. 

The contracts these sales have 
been maturing during the past six 
weeks with the result that the specula- 
tors have been compelled deliver 
substantial loss. the time the spec- 
ulative weakness the dollar the 
stabilization fund the Treasury laid 
out considerable money 90-day dollar 
futures support the dollar. These con- 
tracts, too, have come maturity with 
substantial profit for the Treasury’s 
stabilization fund. 

Thus virtue rewarded and the vil- 
lain foiled. Incidentally, becoming 
somewhat clearer European specula- 
tors exchange that the dollar now 
the safest currency the world. 

* 


Costs 


The average cost building construc- 
tion the United States today, 
figured out various authorities, 
from 165 200 per cent costs 
1913. The average wholesale price level 
today about 107 per cent the 1913 
level. The average union rates 
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wages the building trades reported 
224 per cent the 1913 level. 
takes very little figuring ascertain 
why building and construction have 
lagged appreciate the handicap 
the housing campaign must overcome 
the recovery year 1935. 


* 
Money Markets 


Movements gold the direction 
the United States the past two 
months indicate underlying conditions 
finance this country which promise 
resumption the international money 
market activities which were inter- 
rupted not destroyed the depar- 
ture American currency from gold 
more than months ago. The fixing 
the new gold value the dollar gives 
the unit advantage over the pound 
sterling international measure 
money long the present value can 
relied upon. This now seems the 
case. 

Even depression years London’s 
earnings from its international banking 
and brokerage business run from £30,- 
000,000 upward, while 1929 such 
earnings were placed £65,000,000. 
The largest earnings ever credited 
American concerns this account 
were $111,000,000 1931, when much 
Britain’s international business was 
suddenly transferred the United 
States result conditions which 
brought about the suspension gold 
payments the Bank England. 
Last year American earnings were 
placed $53,000,000. Stability 
American currency values ought in- 
crease that sum very materially spite 
depression. 


Utilities 


Notwithstanding the general im- 
provement average security values, 
stocks public utility companies hover 
near the lowest level the depression. 
The trend rates, taxes and operating 
costs has been such cause much 
this drag, and there doubt that the 
average utility values lowered 
present and prospective Government 
competition some the utility 
services. 

There also doubt that the gen- 
eral situation this field investment 
suggests the need thorough house- 
cleaning from within lest there 
more drastic one from without. 


Inflation 


One reason for subsidence fears 
inflation the currency lies the fact 
that few the leading advocates cur- 
rency kiting can agree upon the method 
followed. There may little 
nothing the report that this school 
economics will refrain from pressing 
their plans upon Congress the coming 
session lest they interfere with the re- 
covery program, but there lot the 
idea that disunion probable infla- 
tionist majority the House will prove 
itself much too weak serious 
menace. There are least four legs 
the inflationist horse and they badly 
interfere. 

* 


Foreign Loans 


The continued increase the excess 
exports over imports the United 
States, coupled with the flow gold 

this direction, can 
have other result 
than resumption 
foreign lending 
American financiers. 
may concealed 
foreign credits and 
short term place- 
ments but will 
lending for all that, 
and there every 


GENEVA 


The League Nations 
has had busy De- 
cember—the Saar, the 
Balkans and routine 
European difficulties 


WIDE worRtD 


BANK MONTREAL 


Established 1817 


presentation, easily understandable form, 


the 


ANNUAL STATEMENT 


31st October, 1934 


LIABILITIES 
LIABILITIES THE PUBLIC 

Payable demand and 

Payable on demand. 

Time drafts issued and 

Letters Credit Outstanding 


Financial responsibilities undertaken on behalf of eustomers “(ee off- 
setting amount [x] in “‘ Resources”). 


Other Liabilities the Public 
which not come under the foregoing headings, including 000, 
000 advances from the Dominion Government under The Finance Act. 


Total Liabilities the Public 


LIABILITIES THE SHAREHOLDERS 


Capital, Surplus and Undivided Profits 
and Reserves for Dividends 
This amount represents the shareholders’ Sntovest in the Bank, over which 
liabilities to the public take precedence. 


RESOURCES 


meet the foregoing Liabilities the Bank has 
Cash its Vaults and the Central Gold Reserves 
Notes and Cheques Other Banks 

Payable in cash on presentation. 
Money Deposit with Other 
Available on demand or at short notice. 


Government and Other Bonds and Debentures 
Not exceeding market value. The greater portion consists of gilt-edge 
securities which mature at early dates. 


Railway and and other stocks. Not value. 
Call Loans outside Canada 


Secured bonds, stocks and other negotiable securities value 
than the loans and representing moneys quickly available with no dis- 
turbing effect on conditions in Canada. 


Call 
py wed on demand and secured by bonds and stocks of greater oalue shen 
the loans. 


Bankers’ 
Prime drafts accepted by other banks. 


TOTAL QUICKLY AVAILABLE RESOURCES 


To manufacturers, farmers, merchants ond others, on ” conditions con- 
sistent with sound banking. 


Bank Premises 
Three properties only are carried ¢ in the memes of holdin companies: the 
stock and bonds of these companies are entirely owned by the Bank and ap- 
pear on the books at $1.00 in each case, All other of the Bank’s premises, 
the value of which largely exceeds $14,500,000, appear under this heading. 


Real Estate, and Mortgages Real Estate Sold 


the 
Acquired in the course d the Bank’s business ond é in ‘process ‘< being 
realized upon. 


Customers’ Liability under Letters Credit 


Represents liabilities customers account Letters Credit issued 
by the Bank for their account. 


Other Assets not included the 


to meet payment of Liabilities to the Public of 


$759,108,178.48 


$630,218,835.10 


35,255,876.00 
185,183.19 
6,522,749.56 


10,386,724.55 


$682,569,368.40 


76,538,810.08 


87,210,888.26 
28,670,917.74 


16,764,669.62 


317,936,912.23 
103,789.95 
32,133,844.20 
8,399,657.67 


26,528.08 


$491,247,207.75 
243,477,041.21 


14,500,000.00 


1,487,975.10 


6,522,749.56 


1,873,204.86 


$759,108,178.48 
682,569,368.40 


leaving excess Assets over Liabilities the 76,538,810.08 


The strength bank determined its history, its policy, its 
management and the extent its resources. For 117 years the 
Bank Montreal has been the forefront Canadian finance. 


reason anticipate that its effect will 
favorable both upon trade and 


finance. 


Taxes 


Experts who have been studying in- 
come tax laws various countries 
Europe for months past have recom- 
mended the House Ways and Means 
Committee revision our income tax 
laws make them more simple and 
less disagreeable the taxpayer. 
doubt the present laws can greatly 
simplified, but would seem diffi- 
cult make them less disagreeable 
the taxpayers any other way than 
reduction the taxes—something not 
likely occur for years come. 


Governments 


The national banks the United 
States held $5,877,926,000 direct ob- 
ligations the United States Octo- 
ber 17. That $1,846,350,000 more 
than they, held June 30, 1933. Since 
the October call the banks have ac- 
quired their proportionate share the 
$900,000,000 new money bonds put out 
the Treasury its December 
nancing. They also own $670,548,000 
bonds guaranteed the Government. 
just well keep these figures 
mind when considering the necessity 
full support Federal credit all 
times. 


RESERVE ASSISTANT 


Lawrence Clayton special assistant 
Reserve Governor Eccles. Mr. Clayton 
has been vice-president and manager 
the Ogden, Utah, branch the First 
Security Bank Utah 


= 
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Mortgage Safety 


American Savings, Building and 
Loan Institute authorities have figured 
out that, the lean years since 1929, 
98.72 per cent the 11,000,000 people 
concerned building and loan associa- 
tions survived the depression intact. 
life insurance companies the survival 
was 98.5 per cent perfect, while the 
record mutual savings banks was 
similar. other words these three big 
mortgage groups have written off only 
little more than per cent loss three 
years depression. 

first this would indicate that great 
mortgage groups have advantage 
their lending, not possessed other in- 
stitutions. second thought, however, 
may noted that the average actual 
loss mortgages during the past three 
four years has been far less than 
commonly believed. Furthermore, 
American borrowers mortgage are 
far better off financially than they have 
been credited with being, and the aver- 
age financial ability and stability 
among the people far higher than 
habitual pessimists would have 
think. may relied upon that 
are long way from bankruptcy. 


Deposit Insurance Losses 


the first nine months’ operations 
the the actual losses the 
corporation from bank failures are esti- 
mated have been trifle over $600,- 
000. That represents the hiatus be- 
tween deposits and the estimated value 
assets the seven small banks which 
have failed. costs more than that 
run the corporation, but the money 
seems well spent. 


Tourism 


Expenditures American visitors 
Europe during the past year have 
amounted less than half what they 
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CASE 
WAR 


General Hugh 
Johnson and Ber- 
nard Baruch 
attended White 
House conference 
abolition war 
profits. Mr. Baruch 
was appointed 
chairman 
mittee that will 
study the problem 


HARRIS & EWING 


beyond possibility that the failure the 
ubiquitous tourist strut his stuff 
some the gold bloc countries this 
year will eventually result dragging 
that aggregation off the gold standard. 


Santa Claus 


has come distinct shock 
many debtors the Farm Credit Ad- 
ministration and the Home Owners’ 
Loan Corporation that when Uncle 
Sam refinanced their mortgages ad- 
vanced the money loans and not 
gifts, and that while fair and consider- 
ate policy will followed the matter 
foreclosures the latter will not 
withheld when necessary protect 
the interests these Government loan 
institutions. would seem, accord- 
ingly, that Christmas over and the 
time for paying bills has arrived. 


Replacements 


Estimates Railway Age indicate 
that the railways the country must 
spend least $700,000,000 above cur- 
rent requirements put themselves 
the physical condition they enjoyed 
1929. authority far has had the 
hardihood estimate the amount 
money required put the factories 
the country similar condition. 
When these facts are considered con- 
nection with the abundant funds ready 
used for the purpose effecting 
these replacements upon fair security, 
one can only wonder “why not” and 
whether the “why nots” are sound. 


* 
Excess Exports 
The excess American exports over 
imports for the first months 1934 
amounted $395,000,000, compared 


with $225,000,000 for all 1933 and, 


were late three years ago. not 
too, spite decreasing exports 


SPECIALISTS 


UNITED STATES 
GOVERNMENT 
SECURITIES 


INCORPORATED 
WALL STREET, NEW YORK 
HAnover 2-2727 


PHILADELPHIA BOSTON CHICAGO 
ST. LOUIS SAN FRANCISCO 


Direct Wires all Offices 


BANKERS 
CAN SAFELY 
ENDORSE 
THIS SEASONED 
FIRE INSURANCE 
COMPANY 


commend your ear- 
nest consideration the security 


MILLERS NATIONAL 


protection. 


May send you copy 
the company’s strong finan- 
cial statement 


Established 1865 


NATIONAL 
INSURANCE COMPANY 
CHICAGO 
Operating Through 
Nation-wide Agency Organization 


CAMPFIRES 10,000 HILLS 


greeting and pledge the 10,000 Maryland agents the 
field. the Maryland Casualty Company approaches its 37th year, 
acknowledges gratefully the support agency force whose loyalty has 
been tested and proved. Your confidence has been inspiration the 
Company. You have contributed measurably the good position which 
The Maryland occupies the start new year. pledge you 
anew our services throughout continental North America and far-flung 
island possessions the United States enthusiasm for public service 
that leads this Company 


invest nearly half million 

faithful perform- 

more than $295,000,000 COMPANY 

paid claims for the 
Maryland’s policyholders. 


Evans, President Burns, Chairman the Board 


BANKING 
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agricultural commodities. How much 
this excess has been due the devalua- 
tion the dollar and how much for- 
eign need American products any 
price may uncertain, but its effect 
either case draw more gold the 
United States with further threat 
the international position gold bloc 
countries. The United States has 
need this gold, but certainly wel- 
comes the trade. 


Italy 


doubt the Italian Government, 
seizing balances and securities held 
abroad its nationals, can stay for 
time the outflow gold from its cof- 
fers, but such course way 
changes the fact that its economic posi- 
tion such that loss gold sooner 
later unavoidable. 

claim the maintenance the gold 


standard under such system 


trol Italy has exercised for months 
place sentiment before fact—a futile 
course international finance. 


Inventories 


One the pleasant surprises likely 
strike the business world the year-end 
the low inventory position most 
industries. Conservative, even cautious, 
operation during the Summer and Fall 
were little hard upon both manufac- 
turers and their employees, but the 
result has been clearing out stocks 
which must now replaced, promising 
employment for both capital and labor 
time when will count. Continued 
conservatism and caution suggest that 
will well the resulting activity 
held something like the limits called 
for actual consumption. Another 
Spring boom similar that 1933, 
followed the inevitable Summer reac- 
tion, will not work for that steady im- 
provement business which essen- 
tial for sound recovery. 


Happy New Year 


The New Year starts with less talk 
turning the right turning the 
left and more about going forward. 
Not bad idea accompany that 
cooperation, which has come the 
outstanding slogan the Winter season. 


N.R.A. 


The N.R.A. has been discussed 
and down, left and right, forward and 
backward, for year and half. The 
fact remains that the question its con- 
tinuance after next June one the 
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RAIL ROOM 


The recently completed hearing room the Interstate Commerce 
Commission its new home Washington 


most pressing issues before the Ameri- 
can people, and its early settlement 
one the prime requirements for busi- 
ness recovery. 

the demands its critics and the 
concessions its advocates exam- 
ined closely and sympathetically will 
found that they are not far apart 
after all, and early settlement 
vexed and vexing issues connected with 
not only imperative but possible. 
the selfish interests comparatively 
few groups can eliminated for the 
good the many there will early 
end the controversy albeit the loss 
good many feathers the blue 


eagle. 


Unemployment Insurance 


Industry, represented the con- 
gress industries New York, de- 
clares itself ready cooperate 
adequate and impartial study of, and 
also give approval to, the adoption 
sound solution the problem un- 
employment insurance. That rather 
broad promise but industry could 
less. the other hand the folly 
rushing into system this sort which 
affects every industry and every worker 
the land without adequate investiga- 
tion and preparation self-evident. 
Such undertaking offers occasion 
for experimental trials pragmatic 
egotism the part reformers. What 
required definite facts and tested 
fundamentals. 


Voluntary Codes 


becoming more and more evi- 
dent that future business codes sooner 
later will depend entirely upon volun- 
tary action. Upon such basis, however, 
how long will the code system last? 
Ultimately the matter sifts down one 
decency and fair play business. 
Indecency and unfairness the long 
run can prevented more the in- 
fluence publicity and public senti- 
ment than rules. Even under N.R.A. 
codes the influence public senti- 
ment rather than any fear Govern- 
ment prosecution which has held possi- 
ble violators loyalty the blue 
eagle. 

x 
Promised Prosperity 


Winter resorts all over the country 
are preparing for the best season they 
have had many years. The low value 
the dollar other countries partly 
responsible for the promise prosper- 
ity home, but more influential fac- 
tor that the country working out 
the depression and more and more 
people have money spend. 


Sir Arthur Salter the opinion 
that the world may back the 1928 
level production and employment 
the first January, 1937. That is, 
can the present rate recovery 
maintained. 
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Forty Million Dollars... 


GOOD AND BAD TIMES ALIKE since 1894, 
Investors Syndicate has paid every obligation 
promptly when due. 


SINCE THE FIRST Days the depression, this 
company has paid over $40,000,000 Certifi- 
cate holders. 


THE INDIVIDUAL this vast 
total were accumulated regularly setting 
aside convenient amounts from earnings 
provide cash reserves for just such emergen- 
cies have been experienced these times. 


MANY, HAS MEANT FREEDOM from charity 
—has been the means maintaining the actual 
necessities life. others, has been the 
source comfort and peace mind. 


That’s Living Protection 


INVESTORS SYNDICATE 


LIVING PROTECTION 
1894 


Offices Principal Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK - INVESTORS SYNDICATE, LTD., MONTREAL 
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the 8th January, 1816, John 

Calhoun introduced the bill pro- 

viding for the Second Bank the 
United States 


RECENT articles: 
“Gold, Banks and the New 


Political Science Quarterly, De- 
cember; Plans the 
Louis Stark, The 


Nation’s Business, December; 
Insurance Bank De- 


American Insurance, 


November; Unemploy- 


ment Insurance and its Sig- 


Guarantee 


Me 


“Profits and Will 


Payne, Saturday Evening Post; 


“The Future the Federal Re- 


Willis, Commercial and Finan- 


cial Chronicle. 
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THE. CANADIAN BANK 
COMMERCE 


HEAD OFFICE: TORONTO 


Established 1867 


Statement Condition November 30, 
Balance Profit and Loss Account, brought for- These have been appropriated follows: 
ward from last $662,167.29 Dividends Nos. 188, 189, 190 and 191, eight 
1934, after making Contingent Dominion and Provincial Government taxes 600,000.00 


Reserve Fund, out of which Fund full provision Transferred to Pension Fund 246,837.90 
for bad and doubtful debts has been made..... 3,413,654.54 Written off Bank Premises........ 150,000.00 


$3,396,837.90 


$4,075,821.83 


$4,075,821.83 


GENERAL STATEMENT, 30th NOVEMBER, 1934 


Deposits and Balances due Dominion Government..... 407, 800.76 
Deposits and Balances due Provincial Governments... 
Deposits the not bearing 
Deposits the lic bearing interest, includin interest accrued date statement. 
Deposits and Balances due other Banks Canada......... 
and Balances due Banks and Banking Correspondents the United Kingdom and For- 


356,926,552.63 
872,736.70 


6,946,876.27 
478,290,981.21 
Advances under the Finance Act 7,000,000.00 


49,617.15 
Letters Credit outstanding....... 12,716,949.86 


TOTAL LIABILITIES THE PUBLIC.. 


Dividend No. 191, payable December 600, 000.00 
Capital Paid up........ 30,000,000.00 
Balance Profits per Profit and Loss Account. 678,983.93 


$575,314,009.07 
ASSETS 


Deposit the Central Reserves (gold). 
Dominion 

United States and other Foreign Currencies. 


Cheques other 
Balances due other Banks Canada 


10,461,515.59 
4,000,000.00 


3,812,755.38 
19,286,968.05 


Balances due Banks and Banking Correspondents elsewhere than 16,461,815.24 


and Provincial Government Securities, direct and guaranteed (maturing within two years), not mar- 
Other Dominion and Provincial Government direct and guaranteed Securities, not exceeding market 


Canadian Municipal Securities, not exceeding market value..... 


Public Securities other than not exceeding market value.. 
Other Bonds, Debentures and Stocks, not exceeding market value 
Call and Short Loans (not exceeding days) Canada Bonds and other Securities sufficient 


marketable value 


Call and Short Loans (not exceeding days) elsewhere than Canada Stocks, Debentures, Bonds and other Securities 
Deposit with the Minister Finance for the security the Note 


TOTAL QUICK 


Other Current Loans and Discounts Canada (less rebate interest), estimated loss 
Other Current Loans and Discounts elsewhere than Canada (less rebate interest), estimated loss provided for 
Non-current Loans, estimated loss provided for....... 


Real Estate sold the Bank... 
Real Estate other than Bank Premises........ 


Bank Premises at not more than cost, less amounts written o 
Shares and loans controlled 
Other Assets not included under the foregoing heads 


JOHN AIRD, President 


56,794,257.22 


35,756,184.82 


81,627,153.55 
53,477,375.30 
12,671,170.49 
10,770,812.20 

4,951,951.33 


25,547,840.59 


32,349,966.79 
1,250,000.00 


$315,196,712.29 


206,324,084.44 


$575,314,009.07 
LOGAN, General Manager 


New York EXCHANGE PLACE HANOVER ST. 


Agents: STEPHENSON 


670 Branches throughout Canada and other Countries 


Branches Canada: Seattle, Portland, Ore.; San Francisco, Los Angeles; London, Eng.; Havana, Kingston, 
Jamaica; Bridgetown, Barbados; Port Spain, Trinidad; Newfoundland, and St. Pierre Miquelon. 


HODGSON 
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3,450,818.40 
3,947,833.33 
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Mismanaged Currencies 


GUSTAV CASSEL 


the entangled conditions the London Conference 
1933, proposed that the participating countries should 
form two distinct groups, each draw clear pro- 

gram its own preliminary deliberations between 
the two groups with regard future collaboration. This 
proposal was pushed aside, and the discussion went the 
most confused manner, naturally without any result. 

However, soon the conference was terminated—or, 


belief that ought possible unite both these groups 
universal monetary system. Another device con- 
solidate each group for itself and find some natural working 
agreement between them. Measures that direction have 
necessity held the first place monetary policy since the 
London Conference. 

The first point the program the sterling group— 
according the declaration the British delegation the 


according the official version, 
adjourned—the logical necessity 
such procedure became apparent, 
and steps were taken bring 
countries together two groups 
according their fundamental 
views respect monetary 
standards. 

sterling group was formed 
“imperial declaration” the 
members the British Empire. 
Afterwards series countries 
joined this group either formal 
decision simply stabilizing 
their rates exchange London. 
The few remaining gold countries 
Europe assembled Paris 
form gold bloc order fortify 
their position. From this time 
the difference between the sterling 
bloc and the gold bloc has been 
central importance the world’s 
monetary affairs. 

There is, however, widespread 
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THE WAY OUT 


true and lasting international equi- 
librium can established only the 
basis such valuation the sev- 
eral currencies corresponds their 
real purchasing power parities 
The situation points thenecessity 
coming fair and rational agree- 
ment between the gold bloc and the 
sterling bloc. The aim this agree- 
ment should stabilize, some 
suitable level, the purchasing power 
the different currencies terms 
commodities and the same time 
stabilize their mutual exchanges 
accordance with purchasing 
power parities.—DR. CASSEL. 


conference—was “to bring about 
recovery the world level 
wholesale commodity prices suffi- 
cient yield economic return 
the producers primary com- 
modities and restore equilibrium 
between costs and prices produc- 
tion.” Once such level had been 
attained would naturally have 
stabilized, and, connection 
therewith, approximate stability 
the exchanges should secured. 
The program the gold bloc was 
only maintain the gold standard, 
that is, preserve the existing 
gold parities the currencies. 
The ultimate aim each group 
was monetary stabilization. How- 
ever, the discussion different 
meanings were attached the word 
“stabilization”. When people 
gold standard countries speak 
stabilization they think stabiliza- 
tion currencies terms gold. 
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was London the Summer 1933 that the nations decided postpone taking the 
stabilization pill. The picture shows the French delegation 


Within the sterling bloc the word used 
another sense. long sterling 
remains paper standard its stability 
must measured its purchasing 
power against commodities. The 
standard stability the stability 
the general level wholesale com- 
modity prices. 

When country abandons the gold 
standard the deeper meaning such 
step must that the country refuses 
recognize gold true measure val- 
ue. its own currency henceforth 
stabilized terms commodities the 
country must necessarily look upon this 
currency its standard value. 
variations take place the relation 
between this currency and gold such 
variations must described varia- 
tions the value gold. True, this 
view has not yet completely penetrated 
public opinion the sterling bloc, the 
old gold mentality still keeping its grip 
people’s monetary ideas. But the 
logical consequence maintaining 
independent sterling system doubt 
that sterling should looked upon 
the measure value generally accepted 
the sterling world. 

Now, great interest watch 
the actual development the two 
monetary groups. The British price 
level, according the Board Trade, 


showed for the years 1931-1933 the 
average figures 103, 102 and 101. 
April 1933 the index had fallen 97. 
From that minimum the index rose 


105 September Thus the 


gram raising the price level has been 
realized certain, although rather 
moderate, extent. far goes, how- 
ever, this rise has doubtless had 
beneficial influence the economic life 
Great Britain well all coun- 
tries adhering sterling. 

Their rates exchange London 
have also been kept remarkably con- 
stant. For July 1933 the 
pound sterling has been stabilized 
terms Swedish currency the figure 
kroner 19.40, the deviations from that 
rate being absolutely negligible. 

has often been said that the public 
will never acquire any confidence 
paper standard. The experience now 
accumulated has shown that this not 
true. Within the sterling group sterling 
has enjoyed ever increasing confi- 
dence, and this confidence has spread 
ever wider circles with the result that 
country after country has desired 
bind its currency sterling. this way 
the sterling group has grown and now 
represents far the most important 
part the world’s trade. 

Particularly, should observed 


that this confidence sterling based 
upon sterling’s being independent 
paper standard. Great Britain should 
return the gold standard, people 
would most probably begin distrust 
sterling because they would afraid 
the possibility new abandonment 
the gold standard. 

The monetary policy the gold bloc 
has been much less successful. The mem- 
bers this bloc have tried fortify 
their position accumulating huge 
amounts gold, which accordance 
with the old orthodox view should 
secure their note issues and the main- 
tenance the gold parities their 
currencies. The effect, however, has 
been raise the value gold. fact, 
the London price gold has risen from 
the old parity 84.96 shillings per 
ounce about 122 shillings the time 
the London Conference and nearly 
141 shillings the average price 
September 1934. Thus, from the point 
view the sterling bloc, gold has been 
commodity the most unstable value. 
matter fact, the rise the value 
gold since the London Conference far 
exceeds that the general price level 
commodities. 

This rise the value gold has had 
most pernicious effect the economic 
conditions the gold standard coun- 
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order maintain their gold 
parities they have been forced apply 
policy deflation, or, failing that, 
introduce the most extraordinary meas- 
ures for controlling their foreign trade. 

France had June 1933 price index 
388 but had been forced bring 
that down 353 September 1934. 
Not all the gold standard countries have 
been able carry through such pain- 
ful process deflation. Switzerland, 
for instance, the general price level has 
been practically unaltered spite the 
rise the value gold. the Nether- 
lands the price level has even risen. 
Even France the fall the com- 
modity price level has been quite insuffi- 
cient compensate the rise the value 
gold. 

The result that all the gold curren- 
cies are present considerably over- 
valued the sense that their exchange 
values much surpass their internal val- 
ues expressed their purchasing 
power against commodities. This 
most clearly seen the index numbers 
wholesale prices the different 
countries are expressed terms gold. 
For August 1934 the price index for 
England and Sweden was 65. For the 
gold standard countries consider- 
ably higher, the index for France being 
and that for Switzerland 90. 

Obviously this overvaluation the 
gold currencies very much hampers 
their trade and addition seriously 
affects their tourist traffic. France has 
seen her exports reduced from value 
billion francs 1929 hardly 18.5 
billions 1933. During 1934 this tend- 
ency has continued. the same time 
the tourist traffic, which such 
tremendous importance France, has 
fallen off almost catastrophically. Swit- 
zerland perhaps still worse 
position. 

The present situation the European 
gold standard countries most un- 
stable one. true and lasting interna- 
tional equilibrium can established 
only the basis such valuation 
the several currencies corresponds 
their real purchasing power parities. 
Europe and the whole world suffer im- 
mensely from the present essential 
instability the relations between the 
gold and the sterling currencies. 
some way other the disequilibrium 
has removed. Theoretically, 
may thought that the internal pur- 
chasing power, for instance the 
French franc, could increased 
continued and severe process defla- 
tion, much correspond the 
exchange value the franc. 
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For two reasons this not practically 
possible. First, such violent deflation 
has the most pernicious effect the 
economic life the country, and partic- 
ularly bound increase unemploy- 
ment. And, secondly, most likely 
that any further deflation would fol- 
lowed new rise the value gold 
with the consequence that the French 
franc would remain far from its 
equilibrium level before. 

Thus the only way open seems be, 
not definite abandonment the 
gold standard, any rate deliberate 
reduction the gold parities the 
present gold currencies. 

Some people would prefer have 
this step taken immediately order 
come end the intolerable condi- 
tions now prevailing. the other hand, 
there natural apprehension with 
regard the disturbances unavoidably 
connected with such radical reform, 
and one can hardly wonder that some 
authorities prefer have decisive steps 
postponed—perhaps the hope that 
something may turn the meantime 
that would save from the necessity 
feared, however, that this hope vain, 
and that only perpetuate the depres- 
sion postponing decision that 
anyhow has taken some time. 

London has displayed considerable 
interest preventing the French franc 
from rising unduly exchange value. 
These endeavors have often been inter- 
preted measures for protecting the 
pound sterling. But fact, such protec- 
tion unnecessary. The pound safe 
is. But the leaders British 
monetary policy are interested pre- 
venting such rise the exchange value 


the franc would all probability 
force the franc off gold and thus lead 
complete breakdown the whole gold 
standard system. such collapse took 
place the rational thing would fix 
new parities for the currencies ques- 
tion relation sterling. These parities 
should express the true purchasing 
power parities the currencies. How- 
ever, one can never sure that this 
wholesome result could attained 
under such disturbed conditions. There 
always the danger that present gold 
standard countries would use the oppor- 
tunity reduce the external values 
their currencies below the purchasing 
power parities order secure for 
themselves safety margin and the 
advantages with regard international 
trade generally believed con- 
nected with undervaluation one’s 
own currency. 

The situation described points the 
necessity coming fair and rational 
agreement between the gold bloc and 
the sterling bloc. The aim this agree- 
ment should stabilize, some 
suitable level, the purchasing power 
the different currencies terms 
commodities and the same time 
stabilize their mutual exchanges 
accordance with the purchasing power 
parities. 

Such agreement must naturally 
followed the abolition all the extra- 
ordinary impediments international 
trade that have been introduced during 
the crisis. the main lines such 
program for the restoration prosper- 
ity were accepted the prospects for 
sound and constructive monetary policy 
embracing the whole world would 
bright enough. 


The fluctuating value money first page news more countries 

than Argentina. This clipping from Noticias Graficas, Buenos Aires, 

tional trade that have been introduced during the 
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EPARTMENTAL cost account- 
ing the one weapon the banker 
must use offset the tremendous 
reduction gross earnings experienced 
all departments. knows that 
only good business keep each bank- 
ing unit’s expenses within its income. 
accomplish this must have de- 
partmental accounting. Furthermore, 
the only method which banker 
can determine what degree the dif- 
ferent departments are contributing 
the total profits. 


One Answer 
Decreased Bank Revenues 


order have true departmental 
accounting necessary break 
down and distribute income and ex- 
penses the different departments. 
The only book needed distributing 
expenses departmental expense 
ledger. this ledger account should 
carried for each department and 
“general overhead”’. All expenses which 
cannot allocated any particular 
department should charged 
this “general overhead” account. The 
ledger sheets should contain sufficient 


Loan Department Earning Statement 


Third Quarter—1934 


Average Net Funds Employed.......... 


INCOME 


Telephone Telegraph................ 


Gratuities 


Total Direct Operating Expenses 


Service Departments’ Expenses (Audit- 


ing, 


Pro Rated Share Over- 


head” Unallocated Expense 


Total Operating Expense........... 


Gross FROM DEPARTMENT 
Cost Accumulating Funds Employed 


Net FROM DEPARTMENT 


Per Cent 
Net Funds 
Employed 

4.63 

4,371.13 

28.98 

121.77 

170.29 

40.18 

120.98 

455.39 

40.00 

32.29 

101.34 

$6,019.26 
840.01 
1,180.37 

3.69 

21,395.24 2.49 

1.20 


MILLER 


Assistant Auditor, Fort Wayne 
National Bank, Fort Wayne, Indiana 


columns that expenses can segre- 
gated, such rent, salaries, light and 
power, telephone and telegraph, sta- 
tionery, office supplies, postage, adver- 
tising, etc. Each day the general book- 
keeper finishes posting the expense items 
should turn them over the book- 
keeper charge the departmental 
expense ledger who should distribute 
them according the different depart- 
ments. the larger banks this may 
done member the analysis 
auditing departments and the smaller 
banks might even done the 
general bookkeeper. This posting will 
ordinarily take but few minutes 
each day. 

Rent should distributed according 
the floor space occupied the dif- 
ferent departments. Lobby space should 
charged the departments bene- 
fited wherever possible. allocate the 
salaries, the officers and employees 
should grouped according the de- 
partments with which they are 
ated. may necessary divide 
certain officers’ employees’ salaries 
between several departments. 

Light and power should allocated 
the same basis rent, except 
those departments which have un- 
usual number power machines, such 
commercial bookkeeping and proof 
departments. such cases fair 
method charge these departments 
double the amount they would pay ac- 
cording space occupied. Telephone 
expense other than toll charges should 
prorated according the number 
telephones each department. Toll 
charges should made against the 
departments making the calls. 

Stationery and office supplies can 
handled most conveniently through 
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requisition system. With this method 
necessary carry inventory ac- 
count the departmental expense 
ledger. Supplies purchased and placed 
storage are charged this 
account. When they are withdrawn 
through requisitions, they are 
credited this inventory account and 
charged the departments receiving 
them. All items purchased and handed 
directly departments are charged 
them immediately. Postage should 
handled similar manner and 
charged out the inventory account 
the different departments from requisi- 
tions. 

All direct-mail advertising should 
charged entirely the department ad- 
vertised. Newspaper and billboard ad- 
vertising should charged one-half 
the department advertised and one- 
half the institutional account, basing 
this division the theory that the in- 
stitution whole benefits about 
much from this type advertising 
the department advertised. This insti- 
tutional advertising 
should then distributed over all the 
departments. opinion that the 
largest part this should charged 
the commercial and savings depart- 
ments, because the average person 
reading newspaper billboard bank 
“ad” more likely think checking 
and savings accounts than wills 
steamship tickets. 

Fidelity insurance should prorated 
each department per capita 
basis. Burglary and hold-up insurance 
should charged the different de- 
partments according the value the 
property carried them. Gratuities 
and all social expense, such entertain- 
ment for employees, should prorated 
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each department per capita 
basis. Depreciation furniture and 
mechanical equipment chargeable 
the different departments according 
the amount use they make the 
equipment. 

Deposit taxes should charged 
the deposit departments the ratio 
that each department’s taxable deposits 
the total, and capital taxes against 
the income received from the employ- 
ment funds provided the stock- 
holders. 

this expense distributing ledger 
there will accounts for certain non- 
profit departments, such auditing, 
analysis, etc. large part the ex- 
pense these departments can allo- 
cated other departments the bank. 
For instance, the auditing department 
estimates that spends certain num- 
ber hours the trust department 
work, that part the expenses should 
charged the trust department. 

derive full benefit from depart- 
mental accounting, should accu- 
rate possible. Department heads 
should advise the person making the 
distribution any unusual situations, 


for example that employees their 
departments assisted other depart- 
ments, etc. 

the end the period there will 
accumulation charges the gen- 
eral overhead account which could not 
charged directly any department. 
The total these items should dis- 
tributed the different departments 
the ratio that each department’s direct 
operating expenses the total ex- 
penses charged directly all depart- 
ments. 

This completes the distribution 
expenses. The next step depart- 
mentalize the bank’s income. not 
necessary distribute the income 
collected but only make distribu- 
tion for the period one operation 
through the use average balance 
sheet. 

There are three sources from which 
bank derives funds that are used after 
the institution sets aside reserves ac- 
quiring earning assets. They are in- 
vested capital, borrowed money and 
deposits. 

this method accounting, 
bank’s fixed assets and fixed invest- 


Trust Department Earning Statement 


Third Quarter—1934 


INCOME 


Trust Fees and Commissions........... 
Net Earnings balances carried with deposit departments.......... 


EXPENSES 


Telephone Telegraph................ 


Gratuities 


Total Direct Operating 


272.70 


$1,016.24 
5,385.00 
151.63 
49.36 
468.42 
227.61 
18.42 


Service Departments’ Expenses (Auditing, Analysis, 


620.88 


Pro Rated Share Overhead” Unal- 


located 
EXPENSES.............. 


Net Loss DEPARTMENT..... 


1,909.15 
$10,853.41 
$1,212.61 


Office 
7.89 


ments, such bank building, stock 
Federal Reserve bank, etc., are con- 
sidered having been acquired with 
funds furnished the stockholders. 
The balance the capital funds used 
along with the bank’s deposits and bor- 
rowed money acquiring other earning 
assets. The income from invested capi- 
tal that derived from the bank’s fixed 
assets and fixed investments and the 
gross earnings the capital available 
for acquiring other earning assets. 

The expenses chargeable against this 
income are: all operating expenses in- 
curred the administration the 
bank’s fixed assets and fixed invest- 
ments; the proportionate share the 
loan and investment expense acquir- 
ing other earning assets; all expenses due 


DEPARTMENTAL accounting takes the guesswork out 
bank operations. The bank that does not know what its 
departmental profits are feeling its way blindly. 
not equipped with departmental accounting, there are un- 
doubtedly many sources increased earnings overlooked. 


the transferring stock and the pay- 
ment dividends, any other expense 
incurred dealing with the stockhold- 
ers; capital tax; the proportionate share 
general overhead expense. 

Deducting the above expenses from 
the gross income will give the net profit 
derived from capital funds. 


Commercial Department Earning Statement 


Third Quarter—1934 


Average Net Funds Furnished (Deposits less Legal and Primary Re- 


The income credited bor- 
rowed money its proportionate share 
income derived from other earning 
assets. The expenses deducted are: 
interest paid borrowed money; the 
proportionate share loan and invest- 
ment expense acquiring other earning 
assets; the proportionate share gen- 
eral overhead expense. 

The funds accumulated from deposi- 
tors are loaned, invested carried 
follows: national banks the proper 
amount carried with the Federal Re- 
serve bank the legal reserve; the cash 
carried the vault together with the 
credit balances carried with correspond- 
ent banks must sufficient meet all 
normal demands; the balance invested 
with the available capital funds and 


serves) $4,494,768 .00 borrowed money in securities, loans, 
etc. 
Per Cent 
INCOME From these earning assets received 
Pro Rated Share Gross Income from Earning Assets..... 3.70 the gross income which pro- 


$46,411.75 4.13 


money and the available capital funds. 
order make equitable distribu- 
tion this income, necessary first 


EXPENSES deduct the legal and primary reserves 
carried for each deposit. This 
Deposit $2,684.72 for each type dep 
done because this portion the deposits 
Light Power................ 191.43 ing assets. addition this income the 
Telephone deposit departments should credited 
with any direct income resulting from 
Office Supplies................ 136.48 
132.65 charges, etc. 
Social............. 165.00 this total gross income are follows: 
8.69 penses deposit departments; propor- 
tionate share investment and lending 
Total Direct Operating Ex- expense acquiring other earning as- 
sets; proportionate share genera 
Service Departments’ Ex- 
penses (Auditing, Analysis, overhead expense. 
After making these deductions the re- 
Share sult will the net profit resulting from 
4,436.93 the deposits accumulated each 
partment. 
Total Operating 2.63 conclusion, let emphasize that 
Pro Rated Share Invest- the above set-up not complicated. 
ment and Loaning Expense. the average bank can worked out 


EXPENSES............. 


$6,925.31 


some good clerk having fair 
edge bank accounting and some 
analytical ability. 
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The Condition Capitalism 


ARK TWAIN once said that 

there are few things life harder 

bear than the annoyance 

good example. When said was 

doubtless thinking something else, but 

applies partly some the present 

problems the relation between gov- 

ernment and business that have arisen 

connection with the efforts either 
promote recovery. 

There certain jealousy the 
part each about the other’s share 
bringing recovery, which perhaps one 
reason why hasn’t come. For long 
while, least, the politician—who has 
had reputation for omnipotence and 
omniscience preserve—looked with 
annoyance anything that business 
undertook speed recovery, 
raise wages, improve working relations, 
and provide increased security its 
own and without Government credit 
line attached. 

But this annoyance has not been 
important the actual effect busi- 
ness recovery the ardent efforts 
the Government set good example 
employers and investors becom- 
ing one both itself large scale. 


Secretary Ickes 
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this case the good example was made 
the more difficult bear, not only be- 
cause business knew would ultimately 
receive the bill, but because was al- 
ways surrounded aura ele- 
vated motives and purposes, far more 
lofty than private business could ever 
aspire attain. Among these were 
not only our old friend “the greatest 
good the greatest but 
more abundant and the protec- 
tion “the underprivileged 

Building was conspicuous case 
point. Public officials finally began 
recognize—after several years patient 
explanation business men—that re- 
covery would greatly aided in- 
deed, did not actually require—a re- 
vival construction. More building 
was needed absorb the unemployed, 
larger part whom were out work 
mainly because stagnation the 
construction and capital goods indus- 
tries. 

far the question was fairly simple; 
more building being desirable aid busi- 
ness recovery and increase employment, 
might supposed that government 
would see ways encouraging 


mental processes here para- 
phrased have been dramatically 
illustrated the recent conflict 
policy within the Government 
the best way expand con- 
struction, the cause direct Gov- 
ernment enterprise being upheld 
Secretary Ickes, who presides 
over the P.W.A. cornucopia, while 
James Moffett, business man and 
now Federal Housing Adminis- 
trator, thought the Government 
could better aiding and en- 
couraging the flow private capi- 
tal into new 


VIRGIL JORDAN 


aiding people engage building. 

But this would not meet all the re- 
quirements good example; the prob- 
lem was much more complex. Mere 
business recovery crass and vulgar 
objective; and reemployment, while po- 
litically advantageous brought about 
government, not good itself 
unless people are put work occu- 
pations that are economically correct 
and socially, morally 
approved. must sure that wage 
rates are right, hours not excessive, 
certain more less uncertain collective 
bargaining principles applied, and fair 
trade practices followed. 

But even this not all. The product 
subject 
the approval Social Purpose. The 
poor ought live better houses. 
They can’t earn enough pay more 
rent for better houses, better houses 
should provided more cheaply for 
them some one else’s expense. 

Obviously all these requirements 
can met only government doing 
the building must set the good 
example, furnish the yardstick, show 
business the way. Because private enter- 


Administrator Moffett 
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prise won’t the building that ought 
done, the government has to. What 
further proof the inadequacy pri- 
vate enterprise needed than its fail- 
ure provide modern apartments for 
wage earners’ families per room 
the present time? 

The mental processes here para- 
phrased have been dramatically illus- 
trated the recent conflict policy 
within the Government the best 
way expand construction, the cause 
direct Government enterprise being 
upheld Secretary Ickes who presides 
over the P.W.A. cornucopia, while 
James Moffett, business man and now 
Federal Housing Administrator, thought 
the Government could better 
aiding and encouraging the flow pri- 
vate capital into new construction. 

This internal conflict over the Gov- 
ernment’s part promoting construc- 
tion, however, only special instance 
the general issue which involved 
almost every aspect governmental 
policy—the issue state capitalism 
versus private capitalism. 

much more concrete terms, the 
issue whether government it- 
self undertake the task increasing 
production and employment, private 
enterprise encouraged and as- 
sisted assume the responsibility. 
has become plain enough today 
that government will have allow 
private industry absorb the unem- 
ployed give them jobs itself. 


far its position has been, ex- 
pressed many its recovery policies, 
would welcome cooperation in- 
dustry increasing employment; but 
must done under these and these 
conditions.” When industry has found 
itself unable increase employment 
under these conditions, government has 
said: “See; private enterprise unwil- 
ling unable assume the responsi- 
bility. Obviously, government 

Now, after two years vast Govern- 
ment spending and lending, which has 
brought important increase pro- 
duction, and with new proposals for 
accelerated Government expenditure 
and investment being presented, the 
Government growing nervous about 
the outlook. clear decision between 
continuance along the road state cap- 
italism its abandonment impera- 
tive. This issue the essential problem 
Government policy today. 

most people, undoubtedly, recov- 
ery such paramount importance 
that will not seem matter much 
whether government private effort 
does it, accomplished. Many will 
feel that both can and should have 
hand the job. But there vast and 
vital difference between the two types 
action, and when the problem re- 


clearly understood becomes doubt- 
ful whether such recovery fact 
possible long government the 
picture employer and investor. 


NOVEMBER 1929 


the outset the depression 1929 the Government sought 
establish conditions which would favor effort private enterprise 
check the decline production. Toward the end the Hoover 
Administration began, small way, assume the réle em- 
ployer and investor, and two years ago, largely unconsciously, com- 
mitted itself indefinite extension this The picture 
below was made the industrial conference called Mr. Hoover 
near the end November 1929 
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Consider what the problem recoy- 
ery really is. 

Recovery means increase the 
production all kinds useful goods 
and services, least the point 
that would have been reached the 
regular annual growth production 
during the years before the depression 
had continued since 1929. This would 
require increase least per 
cent the volume industrial output 
from the present level. 

means very large increase the 
amount productive work done 
people now employed, increased em- 
ployment past savings invested 
productive equipment, reemployment 
productive work those able and 
willing work, and reinvestment 
idle liquid savings new and more 
productive equipment. Any one 
these changes alone will contribute 
toward recovery, but all are required 
bring complete recovery. Even 
restore the standard living the 
years before 1929, large increase 
both man-hours and machine-hours 
essential. 

Recovery, the sense large in- 
crease the amount work done 
men and machinery, conceivable only 
one two bases. Either (1) the Gov- 
ernment must assume the responsibility 
and risk increasing production 
causing increase the amount 
work done those now employed, 
employing the unemployed produc- 
tive work, and supplying capital 
operate, replace and increase produc- 
tive equipment; (2) private business 
enterprise must expand both through 
increase investment private 
savings and increase the use 
existing productive facilities, with the 
employment more people fuller 
employment those now working. 
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Experience has shown that any mix- 
ture these two bases for increased 
production impossible. combina- 
tion public and private employment 
and investment creates unstable 
situation which tends develop one 
direction the other until the whole 
system rests exclusively either the 
basis government action that 
private activity. When government un- 
dertakes the function employer, in- 
vestor and distributor itself creates 
conditions which automatically cause 
the area private enterprise con- 
tract, and this contraction tends 
proceed steadily and progressively 
proportion the extent govern- 
mental activity until government finally 
occupies the whole field. 

the outset the depression 
1929 the Government sought estab- 
lish conditions which would favor effort 
private enterprise check the de- 
cline production; but, will evi- 
dent later, was mistaken its con- 
ception some those conditions. 
Toward the end the Hoover Admin- 
istration began, small way, 
assume the employer and inves- 
tor, and two years ago, largely uncon- 
sciously, committed itself indefi- 
nite extension this Everything 
that has happened since has been the 
logical consequence this choice. The 
result the relentless process thus set 
motion has been the establishment 
the essential basis structure 
state capitalism this country. 

What are the possibilities recovery 
this basis, the sense which the 
word recovery here used? Theoreti- 
cally large increase production 
possible this basis, but practically, 
view the difficulties involved the 
transition from system private en- 
terprise country like this and the 
additional conditions that have been 
injected into the process the politi- 
cal factors, must long delayed, 
has been. 

There are several reasons for this 
which center the fact that govern- 
ment always enters into the picture 
marginal employer, investor trader, 
protecting itself against risk assess- 
ing its loss upon the whole community 
through its taxing power. fact, this 
the essential principle upon which the 
activity government recovery 
agency invoked and justified. 

employer government assumes 
the risk employing the less produc- 
tive labor, which constitutes the bulk 
the labor surplus depression periods. 
Principally for political reasons, but 
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WHAT RECOVERY? 


what the problem recovery really is. 

means increase the production all kinds useful 
goods and services, least the point that would have been 
reached the regular annual growth production during the years 
before the depression had continued since 

The above chart shows the trend industrial production the 
United States from 1919 1929 and the productive point that industry 
might have reached had the depression not intervened. The heavy line 
shows actual production August 1934. 


also economic grounds, employs 
this labor rates high higher than 
those paid more productive labor, 
which continues private employ- 
ment because more productive. 
addition, tends establish wages, 
working hours and conditions em- 
ployment for private 
compared with public work, which tend 
add the surplus less productive 
workers for which has find employ- 
ment. Besides assumes responsibility 
for the support the totally unemploy- 
able, and, order carry its ex- 
panding activities, has add greatly 
its own personnel, who also are drawn 
from the surplus the less competent 
private life. 

Likewise can draw only upon the 
less productive idle capital savings 
and employs this capital the less 
productive uses virtue its superior 
credit standing borrower. More- 
over, usually adds artificially this 
surplus idle capital establishing 
conditions which hamper its private 
employment. Finally, trader 
tends assume the risk carrying 
surplus marginal supplies commodi- 
ties order maintain prices for the 
benefit politically favored groups 
producers, and either assesses the loss 
their disposal the whole commu- 
nity destroys them curtails their 


production, order minimize its 
own loss. 

All this process involved the 
government’s assuming the 
marginal operator means not only net 
economic loss the community be- 
cause the less productive employ- 
ment labor and capital, but also 
ultimately actual fiscal loss which 
must met increased taxation 
borrowing. the area profitable 
private enterprise contracts, tax re- 
sources diminish and the government 
forced increase its own borrowing, 
spending and lending power several 
fundamental significance the 
process extension state capitalism. 

order increase the amount 
savings and bank credit upon which 
can draw for less productive employ- 
ment, first prevents the flow sav- 
ings and credit into investment 
speculation regulation the capital 
market, control security trading and 
restrictions upon collateral banking 
activities. This tends pile idle 
savings and credit. Then, force this 
more effectively into governmental use, 
increasingly direct, drastic and com- 
prehensive control over the banking 
system exercised until the credit 
reservoir nationalized, and the bulk 
liquid savings and credit con- 
scripted for governmental employment. 
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When these resources threaten 
become inadequate for governmental 
borrowing purposes, indicated 
declining market prices and rising 
yields government securities, the 
gold value the currency reduced 
gold reserves diluted, order further 
increase borrowing power. 

Ultimately the government resorts 
direct forced borrowing from its 
banking system without regard re- 
serves, and finally outright manu- 
facture bank credits currency for 
its use. this process, course, pri- 
vate investment progressively cur- 
tailed uncertainty regarding the 
value the currency, and finally the 
value existing private savings 
destroyed through inflation. Whether 
the inflation route direct 
expropriation, the inevitable outcome 
the entrance government into the 
field employer and investor com- 
prehensive capital 
sively expanding diversion private 
savings into direct consumption and 
into less productive uses. This, fact, 
the essence the principle state 
capitalism socialism, and indeed 
its basic objective. 

This forced planned dissipation 
capital government naturally tends 
progressively diminish the produc- 


tivity the country. offset this 
declining productivity and the falling 
standard living involves, several 


TAXATION 


further steps become necessary. Just 
as, through the nationalization 
credit, all savings are levied upon 
provide working capital necessary 
offset the government’s losses em- 
ployer and investor trader, the 
other monopolies—power resources and 
transportation facilities—are next na- 
tionalized order spread the costs 
these elements production over the 
whole community and conceal them 
costs production assessing them 
upon the public. Finally, after these 
efforts shift losses conceal costs 
are exhausted, government brought 
face face with the basic factor the 
declining productivity its function 
employer and investor—labor—and 
has take the last decisive step 
which brings the process its logical 
conclusion. 

When individual incentive effort 
destroyed, fear and force must 
ciently sustained assure sheer sub- 
sistence. When the supply prosperity 
pap from the public nursing bottle gives 
out, the government great Mother 
surrounded social wet-nurses 
swiftly succeeded the State 
stern Father, who sets his spoiled chil- 
dren goose-stepping and grubbing 
labor battalions under the sharp lash 
the bread-card. The principle com- 
pulsory labor and rationing consump- 
tion strictly according work done 


These are members the House tax sub-committee the Ways and 

Means Committee. Left right they are: Representatives Jere Cooper, 

Fred Vinson, Cullen, Sam Hill, Allen Treadway and Frank 

Crowther. the near side the table are two internal revenue ex- 
perts, Parker and Jackson 


then applied the desperate effort 
maintain minimum standard living. 
This, course, means the end politi- 
cal liberty and democratic institutions, 
since complete dictatorship necessary 
operate such system. 

such dictatorship the process 
extension state capitalism sees its 
final fulfillment. Effectively operated, 
can probably provide this country 
larger measure economic security 
minimum standard living, but 
this requires the sacrifice all personal 
liberty. The basis recovery have 
been describing here nowadays usu- 
ally labelled with the impressive phrase 
“national economic planning”’, which 
only new name for state capital- 
ism under central dictatorship. Only 
dictatorship can determine the distri- 
bution and use capital and labor 
according national plan. Gov- 
ernment activity employer, investor 
and distributor commodities and 
services—state capitalism—requires na- 
tional economic planning and national 
planning leads irresistibly political 
dictatorship. 

This process has been going 
every industrial country, including the 
United States, and Europe has 
reached various advanced stages 
completion. But recovery that basis 
hardly meets our conception recovery. 

Any field which the Government 
enters, whether building public 
utility construction any other, will 
inevitably see contraction private 
investment and employment which will 
more than offset any expansion that 
Government activity may bring about. 
the end the whole job will passed 
the Government. 
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Our Foreign Trade Objectives 


The Function the Export-Import Banks 


February 1934, the Export- 

Import Bank Washington was 
authorized virtue Execu- 
tive Order No. 6581. resolution 
the board trustees, the activities 
the bank were restricted transactions 
involving exports and imports and 
from Russia and this country. 

March 16, 1934, the board 
trustees, resolution, suspended any 
further activity the bank until such 
time the Soviet Government sub- 
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mitted acceptable debt settlement 
agreement this Government. 

March 1934, the Second Ex- 
port-Import Bank Washington, 
was authorized virtue Executive 
Order No. 6638. Here again the board 
trustees initially restricted the bank’s 
activities those transactions involv- 


control foreign trade has become increasingly 
concern Government throughout the world, and enabling 
the American trader meet his foreign competitor even 
terms has seemed call for active assistance the Ameri- 
can Government through the Export-Import banks and 
otherwise. Nevertheless, meeting any conditions 
world trade and competing the world’s markets 
have not lost sight the cardinal principle that pri- 
marily the business banker devise ways payment 
and find security for payment better than perpetual 
1.0.U.’s. The manner application this principle may 
change from time time meet new and unprecedented 
conditions foreign trade, but remains the keystone 
the policy for the Export-Import 


January 1935 


ing the Republic Cuba. July 30, 
1934, the board trustees enlarged the 
activities the bank cover all trans- 
actions with any foreign nation, except- 
ing Russia. 

this writing, therefore, only the 
Second Export-Import Bank need 
considered actively functioning. 

the first place, this bank was 
created banking corporation under 
Title Chapter Section 261, the 
Code the District Columbia. 
the layman reading Section 261 would 
appear fairly broad the powers 
granted. careful student, however, 
would find that many provisions the 
National Banking Act, amended, are 
incorporated into this section directly 
reference. The result such 
legislative hybrid bound complicate 
uniform interpretation, and many per- 
sons have been led infer that the 
bank may many things that 
without power do. While the bank 
not national bank and not member 
the Federal Reserve System, 
subject examination the Con- 
troller the Currency and must, 
many essential instances, carry its 
business within the same limits that 
any national bank must observe. 
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The bank has been importuned 
many sides undertake the business 
export credit insurance. can find 
instance where credit insurance 
has been furnished commercial 
bank; nor believe the function 
commercial banking, even were 
permitted statute, engage the 
credit insurance business. Many have 
pointed out that various foreign 
governments provide their exporting 
nationals with credit insurance 
guarantee service and that American 
exporters should have comparable 
arrangement provided this Govern- 
ment order that they may compete 
world markets somewhat even terms 
this respect. These credit insurance 
activities are presumably operated 
insurance basis and not include 
commercial banking functions. may 
well that similar service should 
initiated this Government, but 
further enabling legislation required. 

Since active commencement busi- 
ness August the bank has pursued 
policy extremely flexible scope. 
This was done order that every type 
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and kind export import trans- 
action could examined, analyzed and 
considered its merits, with due regard 
for the general foreign trade policy 
the Government. There has been sub- 
mitted large variety applica- 
tions, the majority which represent 
purely commercial 
tions, whose sponsors claim that com- 
mercial banks will not undertake them. 

closer inspection, one observes two 
general conditions accounting for the 
purported rejection these credits 
commercial banks. One that exchange 
controls the various countries sale 
render liquidation dollars uncertain 
time, with consequent delays beyond 
the normal usance period for bank 
credit. The other that the applicant 
for credit does not possess enough pro- 
prietary capital warrant the credit 
accommodation applied for. one 
can criticize the soundness these 
reasons basis for refusing banking 
accommodation, but one may well in- 
quire what can done remedy the 
situation. 

course, the clearing blocked 


continue selling abroad and accepting capital 
seems the height folly the light what has happened 
since 1920. The belief that other nations will always 
consume our raw materials without chance trade goods 
for them least give I.0.U. based the axi- 
oms bygone and discredited school economic thought 
rather than the cold hard facts now know them 
exist. one, think, will question that ‘goods for goods’ 
the basis all trade, international otherwise.”’ 
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exchange and the removal onerous 
current trade and exchange restrictions 
would eliminate the first condition. 
How approach this problem one 
the foremost questions with which 
have deal. temporary pallia- 
tive measure, many exporters and 
fewer number bankers have sug- 
gested that the Export-Import Bank 
could, certain cases, purchase such 
blocked exchange and thereby relieve 
the jam that exists. That course would 
easy thing do, but way 
only leading more aggravating 
situation. Any temporary solution which 
not predicated correction the 
very influences bringing about the 
present situation would fallacious 
procedure. 

The second condition less easy 
analysis but perhaps more amenable 
solution sound basis. exporter 
having means support credit line 
any given size has two courses open 
him. One attract more capital 
into the enterprise; the other in- 
duce the purchaser open letter 
credit with his own bankers and upon 
which our exporter can draw without 
reference his own financial situa- 
tion. The Government, through other 
agencies and cooperation with com- 
mercial banks, prepared make in- 
dustrial loans where circumstances war- 
rant. Obtaining letter credit from 
the purchaser is, however, difficult 
thing do, inasmuch foreign com- 
petitive bidding the world markets 
permits the purchaser dictate the 
terms sale. for this reason, among 
others, that certain other governments 
have entered the field guaranteeing 
credits offering credit insurance. 
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The merchandise export balances 
Europe whole and three Euro- 
pean nations are shown the left. 
the map— the United States has 
favorable balance its trade with the 
lightly shaded countries, and un- 
favorable balance with 
shaded ones. Figures are for the 
months ended September 1934. 


have already indicated thoughts 
this regard and wish reiterate 
what said addressing the Foreign 
Trade Convention New York 
November 1934: “If sufficiently 
strong need for credit insurance be- 
comes obvious, perfectly willing 
Congress this coming session with 
the representatives the exporters, 
farmers, producers manufactured and 
agricultural products, and bankers and 
request that appropriate funds and 
powers created for this purpose. 
must, however, have the assurance that 
pleading before Congress shall 
representing genuine and general 
demand and that the foreign trade 
community whole shall definitely 
agree that will support such plan 
and, what more the point, that 
will pay the premiums required in- 
sure its success and solvency.” 

some the cases which have come 
would appear that the banks 
involved have been perhaps over- 
cautious their attitude toward financ- 
ing foreign trade. some few cases 
where have acted when banks re- 
fused so, have found those 
same banks undertaking the business 
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credit risk. doubt past experience 
has stung deeply and hard less 
pessimistic the face the bitter 
years since 1929; yet one led in- 
quire whether perhaps our whole foreign 
commercial banking practice must 
readapted the changing conditions 
world trade. 

The growing pains “national- 
ism”’, re-engendered the dislocations 
economic environments that were 
outgrowth the World War, have 
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produced bewildering set cross- 
currents world trade. can 
longer temporize with the thought that 
“nationalism” transitory thing 
which will pass just soon every 
world commercial nation re-embraces 
the gold standard. Self-sufficiency the 
goal these nations and the changes 
world trade now taking place may 
perhaps explained that way. 
Markets for finished fabricated articles 
are the necessary complement self- 
sufficiency, and are witnessing today 
the terrific competition retain, ex- 
pand open outlets through use 
bilateral trade agreements, unusually 
long credit terms, industrial financing, 
preferential tariffs, quotas, embargoes, 
compensating exports and every other 
device that realistic circumstances dic- 
tate. Where fit into such 
picture? 

Pending complete inventory 
where stand and the formulation 
comprehensive foreign 
consistent with the facts both here and 
abroad, fairly accurate guesses can 
made the probable markets will 
worth our trouble retain en- 
large. may mean longer credits 
than have PAGE 59) 


European nations are persistently driv- 

ing bargains for the benefit their 

nationals. This cartoon was captioned 
you sight unseen, Uncle.”’ 
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COMMITTEE bank reserves 
the Federal Reserve System, ap- 
pointed 1929, reached the con- 

clusion rather elaborate report 
published 1931 that experience had 
shown our present system legally 
fixed member bank reserve require- 
ments defective and badly 
need change. this the committee 
was quite accord with the findings 
the framers the Glass banking bill 
that year, which after several meta- 
morphoses (one which deleted pro- 
posed changes reserve requirements) 
finally reached the statute books the 
Banking Act 1933. 

the other hand, the committee 
differed sharply from the framers the 
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The lower curve seven-week moving 

average, plotted the last week. The 

bank debits charted are those 141 

leading cities reported the Federal 

Reserve Board. The upper curve 
weekly ratio 


‘REX MOVING 


Credit Self Control 


Glass bill what ought replace 
our present system. Instead recom- 
mending amendment existing meth- 
ods computing reserves terms 
the volume deposits, suggested 
plan under which average daily debits 
deposit account would play the 
dominant réle determining how much 
reserve any member bank should 
required carry. 

the Spring 1934, the Reserve 
Board the Federal Reserve Bulletin, 
and through the late Governor Black 
before the Senate Committee Bank- 
ing and Currency, again urged (as 
had done 1931) the adoption the 
recommendations made three years 
earlier the committee bank re- 
serves. this time, however, the 
situation had radically changed and 
was these altered conditions that the 
Reserve authorities pointed reasons 
for the desirability the suggested 
legislation that time. Excess reserves 
had reached the figure about $1,500,- 
open market purchases Government 
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Large excess reserves, the authorities 
thought, were highly desirable the 
moment since they served create 
easy money conditions which turn 
time when industry and trade were 
largely stagnant. 

was recognized, however, that this 
state affairs presented certain serious 
hazards for the future. Not only were 
these unprecedented reserves exist- 
ence, but large volume hoarded 
currency (estimated the Board 
$1,500,000,000) was the hands the 
public, and was likely return the 
banks swell reserve balances when 
restored confidence and reviving busi- 
ness soothed the fears the hoarders, 
the Board asserted. Recent legislation, 
moreover, made possible for national 
banks issue some $600,000,000 addi- 
tional notes which would have the effect 
further enlarging member bank re- 
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Reserves Based Deposit Velocity 


How the Principle Would Work 


under Present Conditions 


serves. The Board did not mention, but 
might have cited, the fact that re- 
sult the devaluation the dollar and 
attendant action the part the 
Government, the Federal Treasury was 
possession some $2,800,000,000 
gold, which used either for ordinary 
expenditures for the retirement 
outstanding Government obligations 
(except those the portfolios the 
Reserve institutions) would further 
enormously add the reserve balances 
member banks. 

But such factors were given official 
recognition the time led the Reserve 
authorities see distinct possibility 
situation which they would feel 
called upon lay restraining hand 
upon the banks prevent dangerous 
speculative over-expansion and activity 
once general business conditions re- 
gained normal vitality. Assuming con- 
tinuance the existing system re- 
quired reserves, they feared they might 
then find themselves completely “out 
touch” with the market and thus 
powerless control the credit situation. 


protect themselves and the country 
from this hazard they recommended 
the immediate passage legislation 
installing the proposed changes re- 
serve requirements, adding that the 
authority granted the Thomas 
amendment alter reserve rates would 
conjunction with such system 
greatly strengthen their hands the 
event that the danger thus envisaged 
became reality. The Board did not 
explain why could not make itself 
effective sale the Government 
obligations, the purchase which had 
largely created the excess reserves. 
Perhaps thought could not dispose 
sufficient volume without severe 
effect upon Government credit and 
without, perhaps, depriving itself 
means earning living. any rate 
the matter was not mentioned. Al- 
though perhaps not widely recognized, 
the weight this mass excess re- 
serves has sharpened competitive 
situation the point where normal 
profits the banks have been whittled 
away the vanishing point. Recent 
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further reductions bank dividends 
some the larger and better known 
New York City institutions have 
brought this state affairs the atten- 
tion many who probably had not 
previously recognized 
course, essentially the same influ- 
ences have had similar, though often 
more drastic, effect generally through- 
out the whole banking system. 

Whether not this subject general 
will again come into the limelight the 
halls Congress this Winter seems 
depend largely upon whether the Ad- 
ministration decides program 
broad banking legislation this time. 
appears relatively certain that 
the proposal 1931 will embodied 
any program that the Administra- 
tion decides sponsor. 

The purpose here examine the 
plan proposed the committee 
bank reserves, and the general theory 
underlying it, determine what real 
value offered not only means 
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combating hazards arising out the 
unusual situation existing present 
but also permanent system re- 
serve requirements which would 
course have apply during normal 
times. The first task that outlining 
very briefly the salient elements the 
proposal. They are found the recom- 
mendations that: 

(1) The present system required 
reserves entirely abolished, (2) 
lieu the present method computing 
net deposits for reserve purposes, 
system installed under which “net 
tracting from gross deposits the sum 
all balances due from member banks 
the United States and their domestic 
branches and checks process col- 
lection and other cash items payable 
upon presentation the United States,” 
(3) the banks required carry 
reserves per cent net deposits 
thus computed regardless whether 
they are demand time deposits, (4) 
addition they required carry 
reserves equal per cent the 
average daily debits deposit accounts, 
(5) member banks the vicinity 
Federal Reserve banks permitted 
carry one-fifth this reserve the 
form vault cash but obliged 
carry four-fifths the form 
deposit with the Federal Reserve bank, 
all other member banks permitted 
carry three-fifths their reserves 
the form vault cash, but required 
carry two-fifths the form deposit 
with the Federal Reserve bank, (6) 
provided that matter what the 
reserve thus computed would 


change reserve 
requirements 
thought many 
quarters one 
the Board’s most 
Holding in- 
formal conference 
here are, the 
left, Governor 
Eccles; right, 
Szymezak; facing 
the camera, Ches- 
ter Morrill, board 
with 
his back the 
camera, 
Thomas 


the case individual bank, such 
bank any circumstances required 
carry reserves amounts greater 
than per cent gross deposits. 

The plan proposed evidently 
distinct innovation. The general idea 
that the activity account should 
part least govern the amount re- 
serves that must carried against 
course not new. The fact that for more 
than years Federal law has required 
larger reserves against demand than 
time deposits, distinction found 
some the state statutes considerably 
more than years ago, bears witness 
that fact. 

The higher reserve requirements im- 
posed upon banks financial centers 
compared those required other 
banks likewise part the result 
half recognized belief that the more 
active accounts ought carry larger 
reserves, although this case the fact 
that the banks financial centers 
regularly carry large bankers’ balances 
which prior the Federal Reserve 
System counted part the reserves 
interior banks was historically more 
important. The idea that some measure 
the activity accounts, such for 
example total average debits 
such accounts should directly utilized 
computing required reserves, seems 


Ina subsequent article this author will 
show how the principle reserves based 


deposit velocity would operate under 
normal conditions. will suggest cer- 
tain modifications the proposed plan. 


have been developed some the 

younger theorists the Federal Re. 
serve System number years 
was however not until 1931 that any 
authoritative and definite proposal 
this effect was brought forward for 
legislative consideration. 

The theory upon which rests the pro- 
posal now made clear. (1) that 
under our present system Federal 
Reserve banking legal member bank 
reserve requirements are consid- 
ered part the general mechanism 
designed give the central banking 
authorities control the credit situation 
(rather than first line defence 
against withdrawals), and (2) that the 
velocity-of-deposits method fixing 
these requirements tends automatically 
increase required reserves times 
when restrictive credit control policy 
indicated. 

Obviously variety changes 
suggested the new plan presented, 
many which raise interesting ques- 
tions. Attention will, however, here 
confined the broader aspect the 
plan centering around the suggestion 
that the velocity deposits rather than 
their volume ought the controlling 
criterion determining the amount 
reserves required. The effect the in- 
stallation such system upon the 
reserve situation exists today need 
not detain very long. 

course generally admitted 
that adoption the plan presented 
1931 would present substantially 
reduce reserve requirements and thus 
proportionately increase excess reserves, 
since the velocity deposits the 
moment very low. These requirements 
would remain below those imposed 
system unlessand until exces- 
sive activity raised them under the new 
system. can easily demonstrated, 
the plan suggested, effect from the 
beginning 1924 onward, would not, 
according the figures the commit- 
tee, have appreciably increased reserve 
requirements over those actually then 
existing prior the beginning 1927, 
and would not have very materially 
raised them before the beginning 
1928. 

That present requirements would not 
away with the excess reserve problem 
the event any normal recovery 
business may quickly shown. Under 
this system actual reserve balances 
$2,400,000,000 supported the enormous 
volume bank credit existing the 
end 1928. Some $2,355,000,000 re- 
serve balances was required the end 
1929. Mem- (CoNTINUED PAGE 59) 
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least, are the prospects 

central bank, drastic revision 
the Federal Reserve Act, the nation- 
alization banks, the nationalization 
credit and the what-nots brain 
trusters and congressional money and 
credit tinkerers. 

Such the prospect outlined 
three eminent authorities the govern- 
mental financial field. One Henry 
Morgenthau jr., Secretary the Treas- 
ury. The second Duncan Fletcher, 
senior Senator from Florida and Chair- 
man the Senate Committee Bank- 
ing and Currency. The third Carter 
Glass, senior Senator from Virginia. 

Over least two the expressions 
opinion hovers the aura White House 
conferences. “As far con- 
cerned,” says the Secretary, “we are 
going make minimum recom- 
mendations.” Senator Glass says 
sees necessity for any new banking 
legislation. scoffs the proposal 
give the Federal Reserve Board 
authority appoint the district Gov- 
ernors the Reserve Banks. 

“The Federal Reserve supposed 
regional,” says. should 
they appoint them? The branch banks 
know more about whom they should 
appoint than somebody here Wash- 
ington.” Incidentally further de- 
clared that “it more important 
prevent evil legislation than enact 
good legislation,” and indicated that 
was that line that his activities were 
likely lie. 

Senator Fletcher, behooves the 
man who perhaps the chief authority 
through whom legislation must pass, 
was more specific. the use 
stirring trouble for the banks just 
time when they are settling down 
business and things are running 


for the time being 
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asks. answers the 
question saying there good 
such course and upon that theory and 
keeping with the sentiment prevail- 
ing Congress, has ascertained it, 
the opinion that whatever bank- 
ing legislation enacted the new 
Congress will held mostly routine 
changes held strictly necessary. 

“In the first place,” continues, 
haven’t fully tried out what has al- 
ready been done. passed the Bank- 
ing Act 1933 and the Emergency 
Banking Act, the Federal Deposit In- 
surance Act, the Securities Act and the 
Exchange Control Act. None these 
laws has yet had fair working test. 
far all them seem working 
well. the other hand banking just 
now getting into its full stride after 
period extreme difficulty. ought 
find out what the effect all this 
legislation upon the banks be- 
fore undertake any more legislation 
affecting them.” 

Eventually, course, there will 
further legislation, but apparently the 
Florida statesman takes little stock 
most the theories which are being 
bruited about various advocates who 
many cases, the opinion the 
Senator, have little 
knowledge banking the business 
forces they are proposing control. 
For the purpose ascertaining the 
ideas, experience and sentiments 
banking and economic authorities really 
position give Congress sound in- 
formation the subject sent out 
considerable number bankers and 
economists and now engaged 
analyzing their replies. thinks that 
will probably well into the New 
Year before the latter can properly 
evaluated. 


SENATOR DUNCAN FLETCHER— 

ought find what the effect all 

this legislation upon the banks 

before undertake any more legisla- 
tion affecting 


Studies along this line will con- 
tinued indefinitely until can ascer- 
tained exactly upon what points au- 
thorities can agree, that when future 
legislation undertaken will 
shaped accordance with sound prin- 
ciples and extensive experience. 
other words, there disposition 
among the authorities Congress now 
dominating banking legislation ex- 
periment. 

“We are really not yet out the 
business says the Senator, “and 
unwise undertake anything more 
than absolutely necessary this 
time, even knew exactly what was 
needed. have all the money can 
use; what’s the use tampering with 
it? All talk this time the Govern- 
ment’s taking over the banks, national- 
izing credit and other schemes that 
sort seem sheer nonsense. The Federal 
deposit insurance plan seems 
working very smoothly and needs 
change. good many bankers are dis- 
posed favor the extension the 
temporary plan insurance for an- 


as 


other year and they want they will 
probably get without difficulty. 
“The Securities Act and the Ex- 
change Control Act are working splen- 
didly and told that far 
weaknesses have been found and that 
amendments will asked for—at 
least this session. There are some 
routine amendments the Banking 
Act 1933 which hang over from the 
last Congress result technical 
legislative jam the closing days 
the session, and these will probably 
given prompt passage. Otherwise 
think there will very little doing.” 
Present prospects, accordingly, indi- 
cate that there will serious con- 
sideration the projects for central 
bank owned and operated the Gov- 
ernment place the Federal Re- 
serve System, authoritative move 
toward the unification the banking 
system, attempt authorize the 
Government take over the banking 
system—in short, radical legislation. 
There doubt that proposals for 
all such legislative adventuring will 
urged Congress, some them 
with insistence and considerable sup- 
port, but apparently dominant senti- 
ment Congress and the Govern- 
ment generally against them. For the 
present, least, all that work in- 
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minimum recommendations.” 


vestigation, deliberation and bill draft- 
ing which has been going the 
Treasury and elsewhere during the 
past months preparation for 
comprehensive banking reform law will 
set aside—cocooned Treasury 
pigeonholes burgeon forth 
legislative butterfly year more 
hence, all. 

The significance this legislative 
prospect appears most strongly con- 
nection with the partial report the 
Senate Committee Banking and Cur- 
rency which was given the public 
last September and which the present 
banking organization the country 
was referred “outmoded and 
archaic.” The fourth section the 
whole report which was released that 
time dealt particularly with the results 
the committee’s hearings last year 
regard practices under group 
banking, especially Michigan and 
Ohio, which led the collapse 
many banks early 1933. 

was expected that the last section 
this report, which will embrace the 
specific recommendations the com- 
mittee banking reform, will 
submitted early the first session 
the new Congress. evident that 
under prevailing sentiment among lead- 
ers such legislation the report will not 
brought before Congress the com- 
ing session. Rather, the plan con- 
tinue investigation and consideration 
until more certain exactly what the 
country requires the way banking 
reform and until more normal business 
conditions make possible effect 
necessary changes without disaster. 

There remains the question sys- 
tem uniform and single examination 
the banks the country. This much 
needed reform, for which the banks have 
asked, universally favored and un- 
doubtedly will through some shape 
manner soon the authorities can 
make their minds how and 
when. Since the Federal Deposit Insur- 
ance Corporation the only Federal 
authority which has any jurisdiction 
over all least all but negligible 
proportion the banks, has been as- 
sumed that this sole examining author- 
ity would lodged some manner 
the corporation. 

might have been anticipated, how- 
ever, thissimple proposition 
ately seized upon bank law revision- 
ists basis upon which predicate 
more drastic reforms. Among other 
things was proposed that the exami- 
nations should conducted sort 
super-directorate composed repre- 
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SENATOR CARTER 
more important prevent evil legisla- 
tion than enact good 


sentatives the the Federal 
Reserve, the Comptroller the Cur- 
rency and the R.F.C. Incidental this 
scheme was proposed that the office 
the Comptroller the Currency 
done away with, its duties being taken 
over the proposal which 
Secretary Morgenthau promptly dis- 
avowed having come from his baili- 
wick and which Chairman Crowley 
the also repudiated having 
emanated from his organization. Ap- 
parently the proposal comes from 
Hill” Washington. 

the other hand was discovered 
that some the authorities were not 
favor the F.D.I.C. the depository 
this new authority. They thought 
that the Comptroller the Currency, 
whose office has had the most experience 
and the best equipment for such work, 
should take over. 

The deeper the examining authorities 
have delved into the matter the more 
convinced they have become that con- 
siderable changes the law are required 
before workable permanent system 
can established, and that the matter 
much less importance than agree- 
ment among these authorities the 
policies and standards governing such 
examinations. 
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1935 Bank Advertising 


naire just sent members the 

Financial Advertisers Association 
(representing some the leading banks 
the country, large and small) show 
that replying (whose total deposits 
aggregate more than $2,500,000,000) 
plan spend least much money 
next year they did 1934, while 
plan increase their appropriations for 
advertising and customer relations ac- 
tivities. The proposed increases range 
from 500 per cent. Only two planned 
decreases, while three said they had 
plans. 

About two-thirds those replying 
will advertise continue advertise 
for loans. Two-thirds will general 
service and educational advertising for 
various departments. Fourteen per cent 
will promote savings, while per cent 
will advertise trusts. connection with 
customer and public relations programs, 
about per cent will continue staff 
meetings; per cent will increase the 
making calls customers and pros- 
pects and continue their cooperation 
matters community interest. 

the last few years harassed bank- 
ers, viewing the increasing restrictions 
upon banking and the resultant narrow- 
ing profit margins, have tended 
curtail their advertising expenditures 
easy and apparently harmless 
measure major economy. 

the other hand, alert advertisers 
and financial merchandising men and 
women saw that banking became 
more and more standardized would 
necessary put forth greater ef- 
fort than ever insure the individual 
bank’s securing its fair share the busi- 
ness its community. addition, they 
realized that many the recent diffi- 
culties were due general misunder- 
standing banking’s place the social 
and economic order. This situation, they 
now believe, 
public information and education. 

Thus the original concept advertis- 
ing has broadened into that public 
and customer relations, which include 
all forms activity, printed spoken, 
that have their aim the building 
good will and public acceptance in- 
dividual banks and banking whole. 


returns from question- 


January 1935 


believe 1935 will reward those alert financial institutions 
that maintain adequate public relations program. 
Those rewards will not only the form increased earn- 
ings, but compounded good will, the value which 


dollar sign can 


Competition and the public’s atti- 
tude toward banking general are the 
two most important factors which 
bankers need take into account 
arriving their 1935 public relations 
and advertising program. There 
dual task direct and indirect compe- 
tition challenging banking. The neces- 
sity, born the emergency, reselling 
the banking system whole now 
includes putting the individual bank’s 
best foot forward. The need for better 
earnings pressing one, all busi- 
ness, and the alert bank executive must 
seriously consider maintaining in- 
creasing his public and customer rela- 
tions program, viewing invest- 
ment the direction expanding his 
bank’s opportunities for profits. 

Financial advertising not only 
great cooperative effort that will benefit 
all people and all banks, but must 
competitive well. Here let em- 
phasize fact which the banker ac- 
knowledges the plans his borrowing 
customers but all too seldom applies 
his own business. the essence 
advertising’s value economic tool. 

industry and selling, without the 
volume and the mass production which 
advertising has helped create, the unit 
cost product would increased 
beyond the amount the advertising. 

banking, even with the most sci- 
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Assistant Vice-President, Cleveland 
Trust Company, and President, Finan- 
cial Advertisers Association 


entifically accurate schedule charges 
for checking account services, obvi- 
ous that bank’s costs would in- 
creased its number accounts were 
suddenly cut two and had con- 
tinue rendering the same high standard 
service the remaining customers. 

investment which returns more than its 
cost good will and business volume. 
Given the proper cooperation good 
service and salesmanship, advertising 
tends decrease the cost doing busi- 
ness increasing the volume that 
business. 

But complete business success was 
ever created advertising alone. 
effective tool, but only tool. 
impossible advertise successfully 
permanently poor product service. 
succeed even with the best advertis- 
ing, the goods service must measure 
what the buyer user has right 
expect. 

reasonable banker would turn 
out half the lights his lobby pro- 
vide less-than-comfortable heat for his 
customers under the mistaken notion 
that was saving money. realizes 
that adequate light and heat, like ad- 
vertising, help make his services more 
available, more attractive and more 
desirable. 

man’s responsibility not ended 
when has made better book 
make available the world the 
best and quickest way can instead 
waiting forest for the world 
beat path his door. Thus the better 
product and the man who can use are 
quickly brought together instead 
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waiting for chance bring about 

meeting. That applies banking. The 

bank that does not adequate 
amount advertising likely pay, 
decreased business, for the advertising 
its competitors. 

adequate public relations policy 
—and that includes advertising—is 
once shield and sword the finan- 
cial institution. its protective aspect, 
guards the good will and reputation 
built painstakingly the bank 
through the years. this way, pre- 
serves the depositors’ dollars and the 
stockholders’ equity. the field 
competition, gives the possessor 
important weapon highly-standard- 
ized situation. Advertising has- two 
other réles must play both the 
business and the banking stage. One 
pride and the other preference. 

Pride useful and constructive as- 
pect human nature. makes man- 
ufacturer banker build his product 
his service ideal, not because 
product service will bear his name. 
This pride authorship, whether 
concerns loaf bread checking 
account, very understandable trait 
human nature and responsible for 
merit American products and service 
far beyond the minimum demands 
the buying public. 

But pride not one-way emotion. 
The consumer user has his pur- 
chases just the producer feels his 
product service. Does girl want her 
engagement ring come from cut- 
rate store famous jeweller? The 
diamond may finer larger, but 
watch her eyes when she sees the label. 

This likewise true the bank 
which through intelligent advertising 
and service performance achieves pub- 
lic acceptance fine institution. Peo- 
ple will seek not only the service but 
the prestige which such banking con- 
nection implies. 

characteristic that Americans 
want know what buy and why. 
They follow advertising not only 
informed but interested new 
ideas—to aroused new desires, di- 
rected new ambitions. Thoughtful 
business men, observing this fact, act 
upon it. They make their merchandise 
desirable. Then, through advertising, 
they make desired. 

More people today are showing in- 
terest banks, banking and bankers 
than ever before, and who are di- 
rectly connected with the business are 
being called upon answer many intel- 
ligent questions. People want know 


BANKING’S RECENT ADVERTISING SURVEY SHOWS— 


Perhaps the best place read the story that the banking 
business telling its customers and the general public today 
its advertising. effort determine the main 
themes this story BANKING made study several hun- 
dred bank advertisements newspapers throughout the 
country, classifying them according subject matter. 
The survey’s interesting results are presented here briefly. 


—THAT LOAN COPY ACCOUNTS FOR PER CENT 


Banks are advertising loans. Invitations borrow com- 
prised per cent the copy surveyed, while per cent 
this portion concerned real estate loans one form other. 
Incidentally, heavy proportion dealt with credit accommo- 
dations for home renovation and modernization, which was 
convincing evidence that banks are taking active part 
the national housing campaign. The other per cent con- 
sisted general announcements available credit facilities 
and loan promotion material. 


—SAVINGS, PER CENT 


The next largest percentage—25—was the advertisement 
savings. this division per cent the ads emphasized 
the goals thrift, such education, travel, old age secu- 
rity, etc. Fifteen per cent had with Christmas clubs, tax 
clubs and the like; was therefore seasonal nature. The 
remaining per cent was devoted announcement in- 


terest and dividend payments and general copy. 


“why”. The time for taking things for 
granted has passed. 

the first place, interest rates and 
service charges are not the only bases 
for choosing bank. There’s more 
banking than that. result his re- 
cent experiences, the depositor going 
much more discriminating 
shopper when selecting his bank. Over 
and above rates and deposit insurance 
wants know something about the 
quality and convenience service 
the bank that handle his money 
and his property. wants know 
about the caliber the management 
and its willingness serve. And cer- 
tainly wants learn about the sound- 
ness the bank’s standards and 
collective judgment the past 
basis for judging its capabilities the 
future. 

These intangibles are difficult pre- 
sent the public. But they must 
presented basis for selection when 


the choice banking connection 
made. the man who knows how 
analyze, they are even reflected the 
much maligned, cold statement con- 
dition. The capacity the management 
often revealed, believe not, the 
total resources, liquidity, etc. 

Let’s look into some comparable 
fields. Life insurance pretty stand- 
ardized business rates and protec- 
tion afforded. Yet the outstanding 
companies the reader’s mind are 
those that have conducted aggressive 
advertising campaigns explain their 
policies, aid public health 
public good will and acceptance. Pub- 
lic utilities make great efforts create 
good will for themselves, 
which have had good public relations 
suffer least when rate cuts are being de- 
manded popular clamor. seems 
highly important that the banking busi- 
ness should put its best foot forward. 

the past quarter century, ad- 
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—INSTITUTIONAL, PER CENT 


was expected, institutional advertising comprised 
the largest general classification, accounting for per cent. 
Seventy-eight per cent these advertisements consisted 
routine announcements, promotional matter and state- 
ments general banking services. Condition statements 
accounted for per cent, while per cent was grouped 
material special nature, connected with such occasions 
Armistice Day, Thanksgiving Day, the Red Cross roll call, 
local community chest drives. 


—PUBLIC RELATIONS, PER CENT 


Public relations advertising comprised per cent the 
total. This copy stressed the banks’ part community 
building, past, present and future, and was particularly 
readable nature, attractively presented with illustrations. 
Some banks also undertook explain the nature the 


banking business. 


—TRUST AND OTHER TYPES, PER CENT 


Advertising checking and safe deposit facilities contrib- 
uted per cent, the two being almost equally divided. 
Trust department services accounted for per cent. 
this classification per cent the advertisements con- 
cerned wills, similar percentage dealt with insurance trusts 
and per cent advertised estate trusteeship. 
Only one-tenth one per cent all the survey material 


offered securities for sale. 


vertising has evolved the only eco- 
nomic means carrying information 
business progress and service mil- 
lions. not yet scientifically perfect. 
has its faults, its inconsistencies— 
and its tremendous driving power. 
serves the progress business and 
banking just surely broadcasting 
station better distributor infor- 
mation than solitary human voice. 
Advertising, under the limitations 
imposed upon the past, has been 
doing its best spread information. 
has had admitted share the growth 


today than ever was. 

one banker has said: not 
believe that can open single ac- 
count advertising alone. person 
gets raise, inherits property, gets 
scare sickness unemployment 
some other way feels the need for 
bank account. Then that our con- 
tinuous advertising effort causes him 
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think this bank and comes 
matter course. may not know 
why and probably would never name 
advertising the cause his coming. 

“This background, then, familiar- 
ity and friendship and confidence one 
attempt build our advertising 
efforts, addition the specific adver- 
tising definite departmentalized serv- 
ices.” 

Roy Durstine, vice-president and 
general manager one the largest 
advertising agencies the country, ad- 
dressed the Associated Grocery Manu- 
facturers America, recently. the 
foregoing, have adapted many his 
significant thoughts financial adver- 
tising. addition, quote directly: 

Advertising has not been the whole 
story any means building such 
names Procter Gamble and Heinz 
and Campbell and Washburn-Crosby 
and Del Monte and General Foods and 
Standard Brands. 


“But every enterprise like these 
and scores others among the aristo- 
crats American business, there has 
been some man group men who 
held the conviction that effective 
tool their hands was the spreading 
and respreading information into the 
minds widening circle people. 
And that tool has been properly used, 
has had constant and certain share 
the economic task helping the 
American public get greater values 
and the American manufacturer em- 
ploy more people, make greater profits 
and add national income. 

“Those who believe that the 
American public fickle and soon for- 
gets believe that, without advertising, 
product loses its place the sun. 
remember such names Sapolio which 
the public has forgotten and which 
new generation never 

necessary keep the name 
the product constantly before the pub- 
lic establish wide familiarity, be- 
cause recognition name the first 
step toward the sale. However, im- 
portant remember that only the 
first step and cannot substituted for 
sound, logical selling arguments. 

Chester Lang the General Elec- 
tric Company translates into banker- 
talk another reason for keeping ever- 
lastingly it: 

obeys the compound- 
interest law. need not tell you what 
fearful and wonderful thing compound 
interest is. Each advertising dollar does 
its job earning return, but each 
succeeding dollar not only earns di- 
rect return, but also keeps alive the 
earning power goodly portion 
yesterday’s advertising investment. 
this cumulative process goes on, each 
succeeding year the advertising dollar 
earns even greater dividends doing 
its part the selling job.” 

With banking and business pledged 
wholehearted cooperation with the 
Administration, banks should 
position take advantage the busi- 
ness improvement which the new year 
seems promise. 

Many them are going “follow 
their customer relations ac- 
tivities and training courses, intro- 
ducing the sales angle, realizing that 
cordial relationship built between 
bank and customer can reasonably re- 
sult additional services being sold 
that customer. 

Nothing ever bought sold except 
skill and human quality with which 
service (CONTINUED PAGE 62) 
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Power, Relief, Japan, 
Wires, Radio and Gun- 
powder— 


EUROPEAN 


WIDE WORLD 


The Tennessee Valley. Presi- 

dent Roosevelt told news- 

paper reporters that utilities 

officials were adopting more 

conciliatory attitude toward 
his program 


The opening Congress will 

bring new crop Con- 

gressional investigations, 

commission hearings and 

other forms governmental 


Congressional Investigations. Above, 
President Behn I.T.T. testified that 
favored telegraph company con- 
solidation. Left, Senators Nye and 
Barbour talk with their munitions 
investigator, Stephen Rauschenbach 


Japanese Diet. Public 
opinion Japan 
overwhelmingly op- 
posed continuing 
present naval ratios 
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Relief. Harry Hopkins, relief 
administrator, states 3,500,000 
have been restored employ- 
ment and there greater hope 
than ever for the impoverished 
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The Condition BUSINESS 


facts strike observer relation the expanded 
and equipment programs some the 

great corporations the country. One that the cor- 
porations themselves have enough confidence business 
prospects the immediate future expend hundreds 
millions dollars betterments, and they have confidence 
they will have difficulty securing the funds for the 
work. This double confidence, based upon union finance 
and industry, strikes the keynote the New Year business 
situation. 

would mistake, however, regard this prospect 
revival long term lending and stimulus the lag- 
ging heavy industries, which these expenditures promise, 
any sudden development the industrial and financial 
situation. For months the plant development and equipment 
replacement now proposed these corporations have been 
planned. Blueprints have been made long ago and realiza- 
tion the plans has been postponed only until such time 
the business outlook was deemed such justify the 
steps taken. 


When American Telephone and 
CAPITAL 
OUTLAYS spend $200,000,000 out- 

lays; when the steel companies propose ex- 
pand work now progress from around $50,000,000 
$100,000,000 more; when the oil companies propose 
spend $120,000,000 and motor companies are 
spend from $30,000,000 $50,000,000—all upon im- 
provement and expansion—one can easily reach the $500,- 
000,000 new industrial construction estimated James 
Moffett, chairman the Housing Administration, 
new work addition that promised his own line 
effort, which expected range from billion 
billion and half dollars based solely upon loans. Such 
program certainly demonstrates that industry ready 
take the steps long contemplated. 

Moreover the mistake must not made confining 
prospects these announced plans. The situation the 
great industries which has brought about this new construc- 
tion program exists practically every line smaller in- 
dustry. Replacement and expansion requirements are prac- 
tically unlimited. The plans for them already exist. There 


Discount rates the Federal Reserve banks 
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every reason anticipate that the example courage and 
confidence set the large concerns will followed their 
smaller confreres. The action taken industrialists and 
other business men the New York and White Sulphur 
Springs meetings can taken other sense. 


the other hand, the industrialists are 


perfectly right their assumption that 
they will have difficulty financ- 


ing these great undertakings. That 
what the banks and other lending institutions the 
country are for, and the opportunity offered what 
they have been awaiting during many anxious months. 
Certainly for the past year, and longer, the banks and 
other investors have been hunting for 
The comparatively small demands for credit the 
large industrial concerns have been met with prompti- 
tude and rates surprising the borrowers them- 
selves. 

There doubt that the extension credit smaller 
and weaker concerns has been somewhat limited times 
the fear that the general business prospects the country 
did not promise those profits industry which would justify 
loans. That psychology hesitancy and even fear has 
now given way readiness make loans any 
reasonable basis which almost unique 
annals. When banks into the highways and byways all 
over the country advertise for loans they certainly give 
abundant evidence that sound business will way 
hampered lack credit. 

The result this militant combination industry and 
finance expand construction and other business that the 
New Year opens with vastly improved business prospects. 
one, now, expecting sudden boom business nor, 
indeed, wise business men wish anything the sort. 
What they hope for, plan and confidently anticipate 
gradual return normal business conditions continuation 
development already well under way. They longer 
expect the Government bring about prosperity, for they 
realize that prosperity depends upon their own efforts with 
such direction and support the Government can give them, 
consistently with the proper functions Government. 
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Hampering governmental restrictions and inhibitions have 
not been wholly abandoned but return individual ini- 
tiative and responsibility seems more imminent. Fears 
destructive inflation currency credit are beginning 
diminish result the manifest determination the 
Government avoid that and all other disturbing factors. 
While still demanding balanced Federal budget soon 
that practicable the business world has come realize 
the difficulties the Government that line and dis- 
count the results. 


There longer any question the 
Government’s credit. The 
sale the Treasury’s December financ- 
ing $900,000,000 new Government securities rate 
per cent for long term and per cent for the short 
term, subscribed for seven and five times over, respectively, 
and the refunding $992,000,000 lower rates, demonstrate 
cordial appreciation the soundness the securities—a re- 
flection diminishing fear lest the value such investments 
might endangered inflation other policies. 

Confidence the Government reflected confidence 
the business and financial future general which the 
improved position investment securities the most 
striking exponent. Demand for such securities, heretofore 
confined largely the exceptionally high class, has been 
increasing rapidly and flotations November, aside from 
Federal Government borrowing, amounted $141,000,000— 
the best November since 1930. 

This constitutes satisfactory record except the fact 
that marks improvement. the first eleven months the 
past year corporate financing took only about 11.3 per cent 
the publicly offered securities. The Federal Treasury 
took about 77.5 per cent and governmental agencies took 
the balance. This, however, improvement over the 
record 1933 when the Government and its agencies took 
all but 7.8 per cent the public issues. The demand this 
year has been largely directed toward the securities states 
and cities, but the trend toward industrial financing favor- 
able and there much reason anticipate that the long 
looked for revival the capital market sight. 


One significant development has been 
RAIL that changed investment sentiment 

toward public works bonds. the total 
$750,000,000 allotted the P.W.A. states and 


their subdivisions for public works, more than per cent. 


has already been absorbed banks and other investors 
although securities covering only portion the allotments 
have been issued. Over $50,000,000 the bonds issued 
cover such enterprises were bought private investors with- 
out the intervention the P.W.A. and over $44,000,000 
such securities issued the P.W.A. have been bought 
from the latter through the R.F.C. private investors 
premium aggregating over $600,000. 

There considerable expectancy the revival real 
market for the average grade railway securities. Chicago 
and Western Indiana per cent issue put out December 
amounting $6,100,000 and sold was heavily 
oversubscribed. One swallow does not make Summer but 
increased interest railway bonds has been shown many 
ways. Interstate Commerce Commission reports show that, 
aside from possible loans for betterments, there funded 
railway debt $109,000,000 due the six months 
from September March 31. Much this debt 


UNDOUBTEDLY the general outlook for 
both trade and industry more 
tory than has been for many months, 
The New Year has back the most 
active holiday season since 1929. Inven- 
tories, both industrial and commercial, 
are low result the Summer and 
early Autumn slack production. The 
exhaustion stocks iron and steel dur- 
ing the Summer has led gradual step- 
ping production since the low point 
around per cent capacity Sep- 
tember and October, and December 
the rate had risen per cent, rise 
ten points eight weeks. All indications 
point substantially higher production 
after the turn the year. With steady 
prices there little prospect forward 
buying such characterized last Spring 
with its resulting reaction. 


held the R.F.C., which expected grant extensions. 

The amount railway financing done the cor- 
poration the next half year estimated $200,000,000 
but corporation officers expect the public take much 
this credit. One reason for the more favorable outlook 
found increased dividends the roads which are posi- 
tion pay dividends. Disbursements stockholders far 
ordered this year aggregate $104,876,721 compared with 
$81,410,363 1933. Prominent railway authorities claim 
that reason better organization and other factors the 
outlook for railways the present time fundamentally 
better than has been the past five years. 

Whether not such the case with the railways cer- 
tainly the case with many industries, and much the 
improved outlook for business generally based upon favor- 
able returns from the past year’s operations. Preliminary esti- 
mates the year’s earnings various authorities based 
upon the actual returns for nine months show deficits 
only two industrial groups compared with six groups for 
1933. Automobile manufacturers other than General Motors 
and the iron and steel groups still show deficits, though 
greatly reduced, while all other groups write their returns 
black. 


Automobile accessory manufacturers 
have increased their earnings nearly 
250 per cent; electrical equipment 
over 200 per cent; office equipment over 150 per cent; 
chemicals, per cent; miscellaneous manufacturing per 
cent; and non-ferrous mining over 200 per cent. Fifteen 
oil companies changed deficit $6,835,000 into profits 
$17,082,000; machinery manufacturers from deficit 
$1,564,000 profit $4,311,000 and building materials 
deficit $2,947,000 profit $3,250,000. Thirteen steel 
companies replaced deficit $41,700,000 with profit 
$12,900,000. 

Tobacco companies increased their earnings 166 per cent. 
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International Telephone and Telegraph changed net loss 
$239,223 the first nine months 1933 profit 
$1,457,398 the same 1934 period. Corporate dividends 
announced December approximated $2,500,000,000 
compared with $2,385,000,000 for the whole 1933. 
Few these figures are final nor can they safely taken 
representing the situation industry whole. However, 
there question about the trend. 


Another reason for the improved out- 
look general feeling that business, 
especially industry and finance, has been 
released from regimentation. This applies not only the 
N.R.A. but aiso tendency the regimentation 
credit. not necessary agree with General Hugh 
Johnson that the N.R.A. dead realize that the future 
the code system and all related matters lies with industry 
itself and with the more liberal elements industry that. 

Whether not the N.R.A. done away with entirely 
advocated industrialists, economists and financial au- 
thorities the highest standing, the weaknesses the sys- 
tem have come realized even its exponents. 
longer accepted major factor business improve- 
ment and the inevitable liquidation the organization 
only those assets will retained which business regards 
sound. 

feeling their release from such restriction, however, 
both industry and finance face the fact that their responsi- 
bility for business improvement inescapable. The princi- 
ples cooperation set forth the resolutions the in- 
dustrialists their New York meeting and the practical 
plans for aggressive campaign adopted the meeting 
White Sulphur Springs are definite recognition the fact 
that business men must work out their own salvation and 
once lest they allow the country and themselves drift 
into condition which they stand lose more inaction 
than they ever are likely lose otherwise. 

Banking continues reflect the conditions 
rower’s Bankers all parts the country report 
activity new loans but evident that the volume 
bank credit outstanding depends more upon borrowers than 
lenders. the four weeks ended December reported 
December the reporting member banks the Reserve 
System increased their investments $22,000,000 
compared with increase $75,000,000 net time and 


BUSINESS 
FEELS FREER 


demand deposits. Their loans securities rose from $3,010,- 
000,000 $3,095,000,000. 

the $85,000,000 increase, brokers and dealers New 
York accounted for $60,000,000, brokers and dealers outside 
New York accounted for $10,000,000 and loans others 
securities accounted for $15,000,000. Acceptances and 
commercial paper fell from $463,000,000 $445,000,000, 
loans real estate fell from $984,000,000 $981,000,000 
while “other loans” decreased from $3,284,000,000 
$3,244,000,000. 

This situation primarily reflects the liquidation old 
loans, many them long frozen and some them, must 
admitted, already written off the banks lost. Far 
from accepting the situation discouraging most bankers 
take distinctly otherwise, pointing out that represents 
clearing away wreckage preparation for business ex- 
pansion which there will new demands for new credit 
upon sound basis from firms which have put themselves 
sound financial condition paying off their outstanding 
loans. 

also pointed out that the upswing loans cannot 
expected until there has been greater upswing business. 
Bank credit has always lagged behind business activity 
both its upward and downward movements, especially those 
attending business depression. Reasoning from the experi- 
ence other depressions with due consideration for the 
intensity the present one and assuming that the upswing 
business started April 1933, the period for expanding 
loans seems due around the turn the year. 


The Government’s December financing will 


changed the investment situation the 
MENTS” banks materially, since large proportion 


the new money sought the Treasury 
came from the banks. The holdings direct obligations 
the Government December were reported $6,735,- 
000,000 which was $1,599,000,000 more than December 
1933, and addition the banks held $565,000,000 
Government-guaranteed securities. the year the net de- 
mand and time deposits increased just $36,000,000 short 
$3,000,000,000. Total loans and investments increased 
$1,259,000,000, $340,000,000 less than the rise hold- 
ings direct Federal obligations. Perhaps the real story 
told the increase $1,217,000,000 the member banks’ 
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Emergency 


160-Day Record 


CWA—expended $814,824,283.94, unexpended $49,140,716.06 
December 


FERA—expended $1,442,872,129.37, unexpended $212,820,- 
397.63 December 


UNE XPENDEO 


FEDERAL SURPLUS RELIEF CORPORATION—expended 


PWA—expended $1,263,671,868.89, unexpended $1,785,557,- 
418.32 December 


FEDERAL LAND BANKS—expended $184,312,123.58, un- 


AAA—expended $639,600,279.08, unexpended $682,604,515.92 


December (not adjusted processing tax) 


unexpended COMMODITY CREDIT CORPORATION—expended $20,- 
December 820,583.92, unexpended $404,858,279.38 December. 
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Expenditures 


Based the Treasury’s Daily Statements Funds Appropriated 


and Allocated Important 
Emergency Organizations, 


and Unexpended Balances. 


July 6—December 12. 


FCA—expended $318,174,642.26, unexpended $229,041,141.74 
December 


UNEXPENODOED 


FEDERAL FARM MORTGAGE CORPORATION—expended 
$200,000,000.00, unexpended none, December 


UNE XPENDE DO 
EXPENOITURES 


FDIC—expended $150,000,000.00, unexpended none, Decem- 
ber 


EXPENOITURES ae, 


HOME LOAN SYSTEM—expended $290,060,967.72, un- 
expended $84,939,032.28 December 


UNEXPENOEDO 


EXPENDITURES 


unexpended $1,986,217,- 
755.49 December (Direct loans and expenditures only) 


UNEXPENDEDO 


SUBSISTENCE $4,534,597.99, un- EMERGENCY CONSERVATION WORK—expended $512,- 
expended $45,465,402.01 December 163,682.56, unexpended $237,690,262.69 December 
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Government the United States starts the New 

Year 1935 with outstanding credits grants for 

emergency purposes over $7,600,000,000 and has 
promised six and quarter billions more. December 
the actual figures reported the Treasury Department 
showed allotments for various credits emergency organi- 
zations the amount $13,838,517,122 which $7,590,- 
979,900 had been expended and $6,247,537,222 was yet 
expended called for. The expenditures this account 
made during the current fiscal year that date amounted 
$1,491,182,392. The rest, except $1,277,038,168 advanced 
the Reconstruction Finance Corporation June 30, 
1933, and $125,000,000 advanced capital the Federal 
Land banks, was expended the fiscal year 1934. 


The emergency expenditures the latter 
year, accordingly, amounted $4,697,759,- 
340. the rate expenditure far this 
year the total outlays for the fiscal year 1935 would amount 
less than three-fourths those the previous year. 
However, the heaviest expenditures for relief the current 
year are yet come. the other hand, the heavy outlays 
for capital and other funds for various relief and credit or- 
ganizations were put out chiefly last year. 

rather doubtful how much these outlays can 
counted credit proper sense and how much grants 
for unemployment relief and pursuance the recovery 


THE 
FUTURE 


Dr. Jacob Viner was chairman the committee 

appointed last Summer study phases Federal 

financing. The committee’s recent report, among 

other recommendations, advocated turning over 

the R.F.C. the Reserve System’s direct-loans- 
to-industry program 


KEYSTONE 


Government Banking 


program various forms, although put out credit. 
the figures require certain amount explanation ad- 
justment. first noted that credit against the 
$7,590,979,900 outlay the Government owns stock 
securities the various agencies valued upward 
221,000,000. statement November the Treasury 
valued the securities stock agencies which its owner- 
ship was absolute $3,259,000,000, while its interest 
agencies financed partly private capital was valued 
$962,000,000, giving total $4,221,000,000. its obliga- 
tions since that time have increased also proportionate 
amount have its credits. 

Perhaps this latter figure may taken rough total for 
the credit the Government has put out distinct from 
grants and similar expenditures, though much the latter 
has gone into property not included the Government’s 
credits—highways, river and harbor work and the like. 
the other hand the total $4,221,000,000 credit does 
not include credit put out all the Government’s credit 
agencies—the farm credit system with the Federal Farm 
Mortgage Corporation, and the home loan bank system 
with the Home Owners’ Loan Corporation, for example. 


the $4,221,000,000 which has been 
granted the Treasury credit 
added the $2,800,000,000 put out 
the Farm Credit Administration’s agencies, the $2,100,- 
000,000 outstanding the Home Owners’ Loan Corpora- 
tion, the $85,000,000 outstanding credit granted the 
home loan banks and various odds and ends such the credits 
granted the Export-Import banks, old crop loans the 
Department Agriculture, and loans shipping companies, 
the total around $9,500,000,000. That amount credit 
now outstanding due the Government its agencies. 
Theoretically all this outlay balanced assets 
substant ally the same amount. Naturally there strong 
probability that not all the Government’s assets this 
emergency account may prove good although some the 
credit agencies are proving profitable and their earnings may 


become material set-off losses. Then, too, very mate- 


rial portion the total expenditures other than for credits 
covered special taxes. The total outlay the A.A.A. 
December was $614,478,074. Processing taxes amounted 
$573,907,834. These totals are included the above 
figures total allotments only net charge for grants 
over receipts. 

There also some question what constitutes new credit 
the operations the Government’s agencies. The Treas- 
ury has advanced $200,000,000 the Home Owners’ Loan 
Corporation but can hardly said have put 
out new credit the $2,000,000,000 and more refinancing 
home loan mortgages, although has borrowed the money 
for the purpose. The credit has granted substitution 
for refunding private credit somewhat larger 
amount, some which has been written down written off. 

The same observations apply the bulk recent opera- 
tions the Federal land banks through the Federal Farm 
Mortgage Corporation, which absorbed another $200,- 
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000,000 capital. The $400,000,000 total capitalization 
the two concerns ought certainly regarded new 
credit. Capital the Commodity Credit Corporation, the 
Export-Import banks and other similar concerns 
tainly new credit the form capitalization, and the 
credit they have granted new. 

distinction drawn closely between new and re- 
funding credit will found that the Treasury the 
present time putting out comparatively little new credit, 
although operating very extensive and elaborate 
credit machinery, and the credit based turn upon Treasury 
credit tremendous. 


the P.W.A., for example, whose out- 
lays originally were supposed very 
largely the extension credit 
states and their subdivisions for construction purposes, 
actual credit extended running only little over $30,- 
000,000 month. the period from November 
December the total expenditures the Administration 
registered Treasury payments amounted $92,903,599. 

The payments included, roughly, $3,200,000 the Ten- 
nessee Valley project; $11,800,000 loans railways; 
$8,600,000 loans states and their subdivisions; $24,- 
500,000 for public highways; $1,900,000 for the Boulder 
Dam project; $15,400,000 for rivers and harbors; $500,000 
for subsistence homesteads; and $27,000,000 for all other 
purposes which include naval and military construction, 
irrigation projects and the like. 


FOR INSTANCE 


These expenditures are considerably below 
those anticipated. some extent the lag 
due seasonal influences upon construction 
projects but more seems due the failure the 
state and local authorities whip their public works proj- 
ects into the construction stage. the above advances 
only loans railways and the states and subdivisions and 
for subsistence homesteads seem credit the sense 
advances which are expected returned, though 
time the Tennessee Valley project and the Boulder Dam 
enterprise may make some returns. 

With the exception the Home Owners’ Loan Corpora- 
tion, which now the height its refinancing operations 
preparatory quitting the active loan phase its business 
the course few months unless Congress orders other- 
wise, other Government agencies show decreases the 
amount credit put out. The institutions under the Farm 
Credit Administration show decrease new loans made 
from $143,900,000 October $141,300,000 Novem- 
ber, round numbers. There was decrease loans the 
Federal Jand banks and the Land Bank Commissioner from 
$79,766,601 estimated $75,000,000. 

Intermediate credit loans cooperatives, including those 
the Intermediate Credit banks and the old Federal Farm 
Board fund, decreased nearly $12,000,000. the other 
hand Intermediate Credit bank loans the regional agri- 
cultural credit corporations and production credit associa- 
tions increased from $14,586,131 $16,012,408 while their 
loans other institutions increased from $12,424,491 
$12,696,911. Production credit association loans decreased 
from $11,130,271 $10,359,830; regional agricultural credit 
corporation loans increased from $7,863,929 $8,219,369; 
emergency crop loans from $1,014,946 $100,965; and 
emergency drought loans from $6,682,496 $5,075,615. 
the first day December loans the land banks and 


DECREASED 
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TAKEN whole the tendency 
ernment credit institutions the present 
time undoubtedly slow advanc- 
ing new credit and some cases there is, 
perhaps, trend toward liquidation. 
realized, course, that the Farm 
Credit Administration permanent 
part the Government. Its institutions 
form great permanent loan system which 
largely, and ultimately expected 
wholly, cooperative with the backing 
Government capital. 

The Home Loan Bank system also per- 
manent although judging the amount 
credit has granted far does not 
promise very large factor the 
credit situation. Most other concerns are 
temporary and will probably proceed 
liquidation soon private capital 
demonstrates its willingness take over 
their business. Even the farm credit 
field the peak lending has probably been 
reached and there always the possi- 
bility that eventual competition from 
private capital will limit the operations 
the Government institutions. 


the Land Bank Commissioner outstanding totalled $2,453,- 
420,616 compared with $2,380,571,360 the first the 
previous month. 

Total intermediate credit loans outstanding amounted 
$169,835,928 compared with $164,959,687, and short term 
loans various agencies totalled $253,799,417 compared 
with $259,512,403. The grand total for outstanding farm 
credit granted the Farm Credit Administration amounted 
$2,877,055,961 December compared with $2,805,- 
043,450 November increase $72,012,511. 


There general understanding that 
considerable number the joint 
stock land banks, now closing their 
business rapidly practicable obedience law, are 
about call sizeable portion their outstanding bonds. 
One bank, the Kentucky Joint Stock Land Bank Lexing- 
ton, has already made call. liquidation these banks 
has proceeded either refinancing with the land banks 
the sale their mortgages and, many cases, the fore- 
closure and sale farms, they have bought their bonds 
for retirement with the result that the securities which 
year ago averaged around half their face value are now 
greatly advanced price, many them approaching par. 

Since the bonds can longer bought advantage 
the open market call for their redemption seems the 
easiest way out. Most these bonds carry per cent interest 
and since the banks can make new loans except the 
course liquidation the necessity prompt bond retire- 
ment apparent. Liquidation the banks average 
now approximately per cent, but since much the 
cream their assets has been skimmed expected that 
the process will soon slow materially. 


JOINT STOCK 
LAND BANKS 


HARRIS AND EWING 


Secretary Morgenthau with Miss Josephine Roche, 
Assistant Secretary charge the Public Health 
Service. The Treasury Department secured from 
the F.E.R.A. $1,000,000 for carrying out rural 
health projects. Several projects are Puerto 
Rico and others are scattered through the states 


The Farm Credit Administration authorities report 
highly satisfactory increase loan repayments the 
farmers. Repayments October this year amounted 
per cent over those the same period the previous 
year although the amount due increased only about 
per cent. November over per cent the maturi- 
ties Land Bank Commissioner loans had been paid 
spite drought while some districts back payments 
brought the total paid amounts above current maturities. 

Outstanding credit put out the home loan banks 
during the four weeks ended December showed little 
change from that the previous month, but the Home 
Owners’ Loan Corporation refinanced mortgages 47,569 
homes the amount $151,287,988 compared with 56,- 
204 homes the amount $173,786,527 the previous 
four weeks. This brought its total refinancing $2,062,- 


901,264. The corporation also has advanced little 


$35,000,000 cash for repair, remodeling and moderniza- 
tion properties covered its mortgages. 


December the amount its bonds and 
sisting $309,193,900 per cents exchanged 
for per cents; $324,256,225 per cent; $1,094,770,550 
per cent series $510,036,150 234 per cent Series 
$49,736,000 per cent Series notes; $49,843,000 Series 
134 notes and $49,532,100 Series per cent notes. 
The corporation still planning end its active loan 
operations with the exhaustion the $3,000,000,000 now 
has and, with view returning the home loan mortgage 
business private capital soon and completely 
possible, now engaged survey private lending 
agencies ascertain how much such capital now 
available for such purposes. 
Doubtless the loan power the Reconstruction Finance 


Corporation which, under the law now stands, 
pire the end January will extended for another year 
but expectation that the corporation will able return 


the Treasury much money was anticipated when the 


‘budget for the current year was drafted has 
the first quarter the fiscal year the corporation paid 
into the Treasury $125,963,651 excess its withdrawals 
but since September the withdrawals have exceeded repay- 
ments. According statements Chairman Jesse 
will require about $500,000,000 complete the banking 
expected that about $300,000,000 more will 
required for advances closed banks for distribution 
depositors and further $200,000,000 expected 
distributed strengthen further the capital structure 
existing banks. 


The latter sum not included the limita- 
LOANS tions the corporation’s loan funds since the 

latter are automatically extended all such 
advances. Such also the case for funds required the 
Housing Administration. the present time does not 
appear that authority for direct loans industry which ex- 
pires with 1934 will extended. the other hand, banks 
and various other borrowers are increasing their loans, with 
repayments running about the proportion they have run 
date, i.e., about per cent the total advances. Even 
with the proportion repayments maintained, however, 
there net increase loans outstanding. 

somewhat problematical how much the money 
allotted the corporation for various purposes will 
used. the total allotments $8,601,518,212 for all pur- 
poses, relief and allotments for other governmental units 
absorbed $1,831,044,978, and $766,001,968 was withdrawn 
cancelled, mostly the request prospective borrowers. 
This leaves $6,004,471,266 allotted for general loans and 
this amount $1,163,783,618 nearly fifth remains 
available the borrowers banks for the issue pre- 
ferred stock and capital notes. 


Much these uncalled-for funds carried 
SUPPLY 

which they may draw necessary but which 
all probability will not required under the improved 
conditions which most them now enjoy. expected 
that considerable portion the credit will eventually 
released tentative borrowers and become available for 
such loans the corporation may called upon make. 
The indications are that the corporation will have abundant 
funds meet all demands upon under the extension 
its loan powers now anticipated. 

The report the corporation December showed 
that total credit put out its activities other than advances 
governmental units reached $4,696,560,842, which repre- 
sented increase $87,834,372 during the previous month. 
During the month banks borrowed $48,003,031 new money 
and repaid $32,057,720 old loans. 

Railroads also increased their borrowings 
their repayments being normal. the other hand mortgage 
loan companies borrowed $1,229,909 new money but 
repaid $4,683,144; Federal land banks borrowed new 
money but repaid $4,266,133; regional agricultural credit 
corporations borrowed little over half million dollars but 
repaid $2,384,972; building and loan associations borrowed 
new money but repaid about $2,000,000 and insurance 
companies repaid half million without new borrowing. 
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EDITORIALS 


Budget 


HATEVER may the prospects busi- 
ness 1935 the outstanding question both 


the business and political world the size 
the anticipated deficit the budget the United 
States the fiscal year for which provision must 
made the Congress which meets January 

assumed that there will deficit and that 
will fairly large. Demands for unemployment relief 
must met and the American taxpayer must face the 
fact that, however much reform may attained 
the incidence and distribution relief, the bill will 
steep. 

may also assumed that, whatever may the 
disposition the Federal Administration the mat- 
ter, Congress will insist upon more less elaborate 
and expensive efforts for business recovery. The indi- 
cations are that plans for relief and recovery will 
combined master plan, probably along the lines 
home building and more extensive public works. This 
may the best way out the present situation but 
will expensive. The only question how expensive 


HIGHER MATHEMATICS 


THE situation suggests rather difficult puzzle 
the fact that, aside from expenditures for relief and 
recovery, the finances the Government are 
fair shape. the 13th December payments 
the Treasury for ordinary administrative expenses 
amounted $1,498,092,386. Income, including the 
processing taxes farm products not indicated the 
expense column, amounted $1,627,610,684. Prima 
facie, this indicates surplus ordinary account 
over $129,500,000 about $282,000,000 for the year 
the pros and cons the processing taxes are dis- 
regarded. 

However, emergency expenditures during the 
months’ period amounted $1,704,308,701 total ex- 
penditures $3,202,401,087 and the deficit the 
middle December $1,574,790,403, approximately 
$2,850,000,000 for the fiscal year with the worst 
the year yet come. 


MORE INCOME 


doubt can safely assumed that the income 
the Government for the next fiscal year will con- 
siderably larger than that for the current year without 
any increase taxation, while ordinary expenses need 
larger and may smaller. Even including the 
riddle the processing taxes account, can probably 
assumed that ordinary account next year’s 
budget will balanced, including the payment in- 
terest but principal the public debt, and fair 
surplus remain. 

short the whole budget problem sifted down 
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the question how much money the Government 
will spend upon relief, how much recovery, how 
much upon both combined program. 


HANDS WASHINGTON 


THERE can little doubt that too much Federal 
money being expended upon relief and recovery. 
imperative that the states, counties and municipali- 
ties brought bear greater proportion the cost 
direct relief not only lessen the burden upon the 
Federal Government but also reduce many the 
abuses which have resulted from state and local dis- 
tribution funds too liberally supplied from Wash- 
ington. There will local economy where expendi- 
tures rest upon local taxation. 

There need question but that the business 
world now realizes the difficult position the Federal 
Government and that willing face the issues and 
bear the burdens which the latter entail. All that busi- 
ness asks and all that the taxpayers the country can 
reasonably expect that these extraordinary expendi- 
tures shall kept absolute minimum consistent 
with reasonable attainment the objects for which 
they are made. 


The War Crime 


expected, the recent Washington Conference 
Crime gave cordial approval the plan the 
Attorney General for the establishment National 
Institute Criminology connection with the De- 
partment Justice and furtherance work 
already undertaken that office. 

This institute, however, not enforcement 
crime efforts, for information, methods dealing 
with crime and criminals, central depository for 
means detection such photographs, finger prints 
and criminal records, and training school law 
enforcement officers, Point” the anti- 
crime army. 

national and local law enforcement agencies. The pre- 
vention, detection and punishment crime depend 
upon the latter. Such the system under which the 
American people are governed and all crime preven- 
tion and punishment must adapted that system. 

Federal legislation designed fill the gaps be- 
tween laws and jurisdictions the several states 
already the statute books. There little doubt that 
state legislatures will rapidly effect other reforms 
revision the parole laws, laws deal with habit- 
ual criminals perhaps along the lines life sentences 
for incorrigibles, acts dealing with child delinquency 
and those controlling court procedure effect quick 
and certain punishment for crime. 


Chapter from 
Inflation Mythology 


bob again and again 
public discussion like Banquo’s 
ghost. Sponsored first the outright 
inflationists means raising prices, 
then the veterans’ bonus enthusiasts 
and others source Government 
bounty, the greenback idea seems now 
have gained following among vari- 
ous groups and individuals who profess 
concern over the cost carrying the 
mounting public debt. Their concern 
manifests itself occasional references 
amount greenbacks meet the Gov- 
ernment’s current expenses and retire 
its bonds, thus balancing the budget, re- 
ducing the public debt and relieving the 
taxpayers the burden interest 
charges Government securities.” 
The idea not new one. Two cen- 
turies ago Scot named John Law per- 
suaded the French adopt such 
policy, and similar plans have since been 


for greenbacks seems 


tried many other countries but never 
with results that would recommend 
repetition. 

Interest charges are large item 
the Government budget. Last year 
about three quarters billion dollars 
—approximately one-fourth the Gov- 
ernment’s ordinary expenditures—was 
required pay interest Liberty 
bonds, Treasury notes and the like. 
However, appraising the issue 
greenbacks economy measure and 
possible substitute for interest bearing 
obligations, should not limit our 
thinking the effects such action 
upon the Government’s interest ac- 
count, but also consider its repercussions 
Government expenditure, monetary 
conditions, the banking system and the 
ultimate effect upon the taxpayer him- 
self, whose interest the suggestion 
supposedly made. 

Regardless the manner financ- 
ing, what the Government spends must 


LEWINE HOEFER 


Economist, the Girard Trust 
Company, Philadelphia 


offset abstinence the part the 
people. That abstinence may take place 
through diversion part each indi- 
vidual’s income the payment taxes, 
or, more subtly but less surely, 
through some 
process. There seems way 
“getting something for nothing”—not 
even means inflation; what the 
Government consumes with the pur- 
chasing power which seems create 
inevitably subtracted from the value 
individual incomes. 

The choice the means payment 
not merely choice between bonds 
and greenbacks such. choice 
between fairly equitable method 
sharing the costs government tax- 
ation (which may turn spread over 
period time borrowing and re- 
payment) and indirect and inequit- 
able process confiscation through the 
issue more money and decline its 
value. the expenses government 


Even more than the last Congress, the next may urged organized groups toward 


Even the 73rd Congress was overwhelmingly inflationary. The map 

shows the states whose Senators voted the Thomas 

inflation amendment the agricultural adjustment bill, which was 
adopted the upper house April 1933 


Vice-President Garner’s ar- 
Washington increased 
the speculation the 74th 
Congress’ plans and program 
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must ultimately borne the citizen, 
let certain that seeking avoid 
that inevitable responsibility not 
embrace program which offers only 
temporary and illusory benefits and en- 
hances the ultimate cost. 

Last January the President estimated 
that the Government would incur 
deficit about $7,000,000,000 for the 
fiscal year ended last June, plus addi- 
tional $2,000,000,000 for the present 
year. Part the expenditure contem- 
plated for last year was carried over into 
the current one, that last year’s defi- 
cit was about $3,000,000,000 less than 
originally contemplated and this year’s 
will doubtless greater. 

Why this large deficit failing pro- 
duce rapid inflation this country 
post-war European countries? 
Does that indicate our immunity from 
such disaster? not, how far may 
safely go? And what would the effect 
greenbacks? 

budget deficit undesirable be- 
cause endangers monetary stability. 
The danger can minimized 
kept within bounds equivalent the 
volume current and accumulated 
savings awaiting investment, but once 
past savings are exhausted and expendi- 
ture exceeds current savings the process 
cannot long continue without inevitable 
consequences. The failure our present 
deficit precipitate crisis not in- 
dicative natural immunity; only 


the result the existence large vol- 
ume accumulated savings the form 
uninvested life insurance premiums, 
savings accounts, and the like, which 
could borrowed and employed the 
Government. $9,000,000,000 deficit 
over two-year period may conceivably 
not exceed the uninvested savings ac- 
cumulation the past plus that 
recent years, but quite certain that 
current savings cannot long keep pace 
with the present rate deficit growth. 

budget deficit? Obviously not, since the 
danger the latter the possibility 
the former. There little saved, 
other than time, skipping one link 
the chain causation. 

The fixed dates payment interest 
and principal involved bond issues, 
the necessity competing for funds 
the capital market with industrial and 
other borrowers, and the subjection 
the Government’s credit the critical 
scrutiny the investor all tend have 
salutary effect upon governmental 
budgetary policy. One danger inherent 
greenback financing that the Gev- 
ernment longer subjecting its 
credit standing the appraisal the 
market. With that check gone there 
limit beyond which the Government 
cannot go. 

Greenbacks, however, are only one 
several equally undesirable alterna- 
tives. The Government might sell its 


inflation, probably under another name 


Three inflationists pre-Congress conference, Father 
Coughlin, Senators Thomas and McCarran. Father Cough- 
lin, the “‘radio frequent Washington visitor. 
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bonds directly central bank and let 
that bank issue the new money, which 
was the process used the German 
Government when produced the Ger- 
man inflation. might for 
progressive devaluation, reduce the 
dollar’s gold value, produce another 
gold profit, issue new money against it, 
and when that spent repeat the 
process. 

Embarking the policy financing 
governmental expenditure with green- 
backs would mean reality the estab- 
lishment unmanaged paper cur- 
rency. managed paper currency, 
though simple theory, involves such 
difficult problems practical adminis- 
tration that its success seems incon- 
ceivable the absence managing 
authority which both omniscient and 
omnipotent. But the chances failure 
are even greater for “hit miss”’ sys- 
tem where management eliminated 
and the Government merely issues 
much money needs and trusts 
providence that some way the volume 
money will commensurate with 
the volume business. inconceiv- 
able that such system could produce 
anything but intermittent booms and 
deflations the wildest sort, for mone- 
tary maladjustment could scarcely 
avoided. 

obtain even reasonable measure 
stability under paper money sys- 
tem three things are absolutely essen- 
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tial: First, extremely wise and able 
issuing authority, capable ascertain- 
ing all probable repercussions mone- 
tary policies and enforcing desirable 
policies, which involves degree wis- 
dom, determination 
training not always conspicuous 
elected office holders political ap- 
pointees; second, well controlled and 
coordinated money market that 
credit policies can effectively exe- 
cuted, factor obviously lacking this 
country with its divided monetary and 
credit control, its banking systems 
and thousands individual unit banks; 
third, complete certainty that the Gov- 
ernment would not use the monetary 
authority for its own ends. 

the absence all three these 
requisites, attempt manage 
paper currency would seem futile, 
say nothing the improbability that 
cash funds for productive activity could 
ever furnished the appropriate 
volume and the appropriate rate 
the chance trend Federal spending. 

has sometimes been held that 
paper money, issued excess the 
needs the business community, would 
find its way into the banks and there 
merely build excess reserves 
exactly the same manner 
Whether that would reality result de- 
pends part upon the popular psy- 
chological reaction the issue 
greenbacks. One the most undesir- 
able elements the problem the un- 


certainty the effect upon prices. 
The price level much influenced 
the rapidity with which money circu- 
lates the quantity it, and 
issue paper money usually tends 
make all money circulate faster because 
the popular apprehension rising 
prices, with the result that prices 
actually rise faster than the new money 
issued. This enhances the cost 
living and the Government’s costs 
operation. reenforces the urge for 
further issues with the consequences 
attested the final worthlessness 
the assignats, the mark and our own 
Continental and Confederate currencies. 

conceivable that the American 
people, good faith and lethargic 
frame mind, might accept issue 
fiat money inconsequential mone- 
tary novelty; but more probable 
that the knowledge that paper money 
has always been hard-pressed gov- 
ernment’s attempt disguise its in- 
solvency would engender that spark 
panic needed produce the runaway 
inflation for which the whole economic 
system well primed. 

the monetary system any less sub- 
ject maladjustment Government 
spending when that spending fi- 
nanced bonds rather than green- 
backs? Aside from the limitations im- 
posed the fact that the supply 
savings the hands the investing 
public exhaustible, bonds offer the 
advantage not being immediately 


NEW BUSINESS 


the desk the House bill clerk, William McDermott jr., are 
few the many hundred measures that will ready for introduc- 
tion when the Speaker’s gavel falls 


spendable. Unlike greenbacks, they can 
transferred into spendable funds 
only through the banking system where 
individual bankers have opportunity 
adjust their lending policies the 
community’s need for liquid purchasing 
power. 

When legitimate demands for credit 
funds are low the commercial banking 
system can, for time, serve buffer 
protect the economic system from 
the undesirable effects excess 
money, Government spending fi- 
nanced bonds rather than green- 
backs. Our banking system present 
that position. water-logged with 
Government bonds. Such large vol- 
ume bank funds invested that 
wholesale redemption bonds green- 
backs might conceivably deprive some 
banks the margin revenue neces- 
sary for operation, and either force 
upon them indulgent, indiscriminate 
and unsound lending policy, cause 
such volume failures overtax 
the resources the deposit insurance 
fund. The resulting destruction con- 
fidence could only have most unfor- 
tunate consequences for both the bank- 
ing system and the business community 
large. 


TAXPAYER’S POSITION 


THE taxpayer the same time the 
consumer, the producer, the investor, 
and the holder insurance policies and 
bank accounts. may stand lose 
great deal more than the amount his 
annual tax bill taking easy way 
out present difficulties and disre- 
garding the future cost. The enhanced 
cost living which the issue any 
considerable volume 
would produce could easily absorb 
much greater portion his income than 
governmental interest charges now do. 
The citizen shouldering the in- 
creasing tax burden provide the 
Government with funds relieve 
distress and stimulate the natural 
sources employment. would seem 
undesirable toattempt monetary policies 
which would temporarily lighten that 
burden but render futile broader and 
more constructive purposes. be- 
coming more and more apparent that 
the gradual restoration business 
activity this country will come only 
through the maintenance sound 
financial conditions both business and 
government. Unquestionably the tax- 
payer has more gain through re- 
vival business than through the un- 
certain possibility slight and 
temporary reduction taxes. 
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VER period several years 
splendid spirit cooperation has 
developed among institutions and 
agencies interested the creation and 
conservation estates through life 
insurance. This cooperative movement 
was the result foresighted desire 
effect unity purpose tackling 
common problem. 

Instead working independently, 
with each trying develop its own 
business its own way, the institu- 
tions have found that through coopera- 
tive effort they can give mutual 
client attractive service. They have 
likewise discovered incentive 
make larger use the facilities 
both life insurance and trust compa- 
nies. The life insurance trust evolved 
new and higher expression the func- 
tions and services both institutions. 

Because the popularity the life 
insurance trust idea over the past 
years, was only natural that those 
most vitally interested should meet 
mutual grounds and seek solve their 
problems. 

The records trust companies 
Chicago reveal that life insurance 
trusts were written early 1891. 
However, the growth the idea was 
very slow. This was only natural, be- 
cause life insurance men did not think 
terms trust estates and trust men 
did not think terms life insurance. 
was the combination the functions 
and services these two institutions 
that brought the life insurance trust 
idea the forefront. Today all our 
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THE LIFE-TRUST IDEA 


the days Johnson and Grant this 
sales appeal was widely 
the The advertisement re- 
produced here appeared the Insur- 

ance Monitor 1869 
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Life Insurance Trusts 


leading trust companies and banks op- 
erating trust departments are cooperat- 
ing the promotion insurance 
trusts, not only with life underwriters, 
but with the insuring public. 

was not until about 1922 that im- 
petus was given the life insurance 
trust movement Chicago. the 
same time there was organized effort 
push the idea other metropolitan 
areas—Detroit, Cleveland, Philadel- 
phia, Boston and New York. the 
Fall 1926, definite steps were taken 
Chicago crystallize the enthusiasm 
aroused over this new service. Ways 
and means were sought promote 
more cordial feeling and understanding 
between both groups. was soon ap- 
parent that education was the only way 
bring this about. From the begin- 
ning, everyone realized that the public’s 
reception the life insurance trust 


Mutual 
Life 
Ins. 


idea depended its correct interpreta- 
tion and presentation life under- 
writers. 

Several methods education were 
planned. The first method employed 
was the joint publication June 1928 
magazine, Life Values, the Chi- 
cago Association Life Underwriters 
and cooperating trust companies. 
was supported paid advertisements 
from the cooperating trust companies. 
The editorial policy rested entirely with 
the Life Underwriters Association. Arti- 
cles all phases trusteeship were 
contributed trust officials. 

the same time more friendly feel- 
ing was created through series 
round table conferences. these meet- 
ings representatives both the trust 
companies and life underwriters sat 
down luncheon and talked over their 
problems. These monthly meetings 
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provision addition the ordinary non-forfe 


THE FIRST ANNUITIES 


Another advertisement from the Insurance Monitor, stating that this 
company offering new feature, convertibility policies into 
annuities. However, the said 1871 
that the United States life annuities are means popular 
investment. the year 1867, the principal insurance offices only 
issued the aggregate annuities involving annual charge 
$9,197; and the four previous years, although greater number had 
been granted, they were still sufficiently few show that interest 


have done much promote harmony 
and understanding. The “Round Ta- 
ble,” now called insurance 
and trust men, the executive group 
that promotes all joint activities. 
Through these open discussions the 
movement was kept alive. 

Another step the educational pro- 
gram was the launching the Life 
Trust Institute sub-committee 
the Round Table. The institute’s chief 
objective was train life underwriters 
present the idea intelligently the 
public. How well succeeded at- 
tested the large volume business 
placed the books the trust com- 
panies. 

During the past few years there has 
been decreasing amount life insur- 
ance trusteed. This true not only 
Chicago but every section the 
country. Today are turning 
point. There uncertainty the 
future life insurance trusts. The 
happy understanding between the two 
groups over the past decade seems 
breaking down. 

Some the reasons for the decline 
the volume insurance trusts are: (1) 
Because the depression there 
smaller volume business available. 


Competition keener and prospects 
fewer. (2) Life underwriters have turned 
the sale annuities—immediate and 
deferred—at the expense life insur- 
ance. One these days they will have 
get back into the life insurance busi- 
ness. (3) Business insurance—a type 
which trustee almost necessary—is 
practically non-existent today. (4) Trust 
officers and life underwriters have come 
realize that greater care must ex- 
ercised trusteeing life insurance. 

look back over the events 
the past few years realize that 
great amount life insurance was 
placed trust wrong basis. The 
trust officer, eager build his de- 
partment, accepted trusts which 
surely knew would not stand up. the 
other hand, the life underwriter, armed 
with new sales tool, went forth with 
zeal try the “trust approach” 
every prospect. long helped pro- 
duce business, pushed vigorously. 
When met with sales resistance 
account financial uncertainties and 
the falling off income the part 
the buying public, resorted other 
sales tactics. Much the business can- 
celled during this period should never 
have been trusteed the beginning. 


character this 


‘company’s Policice. 


Who blame for this condition 
affairs? 

The life underwriter trained 
out and get business, regardless sales 
resistance. extolling the advantages 
life insurance trusts his mental atti- 
tude different from that the trust 
officer. The latter trained analyze 
and advise with clients who generally 
come him. Although their points 
view may seem divergent, still they 
have common problem—to safeguard 
and protect the interests beneficiaries. 
common end itself and should 
the keystone all cooperative effort 
the future. 

Because the decrease volume 
and the cancellation trusts, some say 
that the trusteeing life insurance 
the wane. Perhaps this true far 
volume concerned, because prop- 
erty all types has suffered terrific 
shrinkage during the past four years. 
However, the theory corporate 
trusteeship was basically sound prior 
1929, certainly sound today. When 
people begin make more than just 
living wage they are going invest 
more money life insurance, and most 
certainly will give more thought its 
distribution. 

The life insurance trust movement 
was given tremendous impetus the 
increase property values following 
the World War. When people found 
themselves possessing more property 
than ever before they began search 
for methods for its distribution. 

This groping for medium guaran- 
tee permanence and continuity 
wealth not new. old the hu- 
man race. Alert trust officers, observing 
the situation, began provide the 
machinery; and one the most val- 
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This Company issues all kinds Life and Endowment Insurance Policies. 


uable machines their disposal was 
the life insurance trust. 

was only natural that the average 
citizen, coming suddenly into affluence, 
should raise his standards living, and 
then his sober moments begin 
wonder how could distribute his ac- 
cumulations. his subconscious mind 
always lurked the spectre ill-fortune. 
How could assure continuity in- 
come those for whom wished 
provide? 

Along with the expansion his hold- 
ings—more real estate, more bonds, 
more stocks—he bought more life in- 
surance. The latter was purchased, 
“hedge” against the inevitable, which 
the Spring 1929 assumed was 
only death itself. 

When the life underwriter came along 
with the “trust approach,” made 
analysis his property and then skill- 
fully steered him into the portals 
trust department, was any wonder 
signed the dotted line? Like most 
us, believed that bigness and strength 
were synonymous. 

individual often overlooked 
working out client’s problems the 
lawyer. often omitted from the 
deal both the life underwriter and 
the trust officer. 

This was forcibly brought home 
several years ago when prominent 
attorney called his office. found 
him pacing the floor. Immediately 
entered into tirade against trust of- 
ficers and life underwriters particular. 
After letting off steam for about fifteen 
minutes, got him calmed down suffi- 
ciently tell his grievances. client 
had just brought him life insurance 
trust agreement for his approval. 
was the first time had seen the agree- 
ment, which had been prepared the 
trust department local bank. 
defense the trust officer, let say 
that made his recommendations 
solely the information furnished 
the underwriter. The lawyer, through 
long association with his client, knew 
the latter’s needs more intimately. 
knew—and the underwriter did not— 

that the man’s wife was mentally in- 
competent and that one his daughters 
was cripple. Although the lawyer 
stated that his client’s business was 
highly speculative, felt someone had 
erred advising him plans for dis- 
tributing his estate without knowing 
the condition his family. admitted 
that had fallen down his job 
not making recommendations long be- 
fore this. The life underwriter had 
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stumbled into situation which the 
client knew must correct. The life 
trust agreement was only partial solu- 
tion and simply brought the problem 
the forefront. 

Within two years after this incident, 
the man died. The lawyer had advised 
him not utilize either trust com- 
pany’s services even buy addi- 
tional life insurance. Today the widow 
dependent solely very meagre in- 
come from business that might have 
had sufficient cash available liquidate 
it—for that was the provision the life 
underwriter and trust officer both 
urged. 

Would not have been better for the 
beneficiaries this client the trust 
officer, the lawyer and the life under- 
writer had jointly considered his needs? 

Similar cases misunderstanding 
may avoided each seeks first the 
welfare client and beneficiaries. 
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ance business. 
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Men seek security. Hidden deeply 
the recesses everyone’s consciousness 
desire have sufficient property 
protect him while living and his loved 
ones when dies. While conditions 
and needs change, human nature re- 
mains the same. 

Just soon people have liquidated 
their follies, they are going invest 
more money life insurance, real es- 
tate and stocks and bonds than ever be- 
fore. Then they are again going 
need our services—if are alert and 
the job. 

the life insurance trust was neces- 
sity before the New Deal, certainly 
more necessary now. The social and eco- 
nomic contingencies facing our children 
and grandchildren cannot accurately 
forecast. these uncertainties that 
make necessary appoint corpo- 
rate fiduciary who able adjust in- 
vestments existing conditions. 


LIABILITY 


reason for the higher standard 
diligence required banking 
compared with that 

practically the directors are charged 
with the trust responsibility see that 
depositors’ funds are safely and provi- 
dently invested. The bulk the funds 
bank are usually spread out the 
form loans the business community 
help the wheels industry revolve, 
and the main responsibility the direc- 
tor for the safe and legal application 
the bank funds the form loans 
and investments. not for him 
wait until the facts are thrust his face. 
must all times take the initiative 
examining the loan portfolios. 
defense, therefore, one two the 
directors have attempted assert, that 
certain loans were not called their at- 
tention that they were absent 
certain meeting when particular loan 
was approved. period 
elapsed since the making the loan 
enable them inquire into its propriety 
and, since they took steps protest, 
they must deemed have ratified 
it.” 

Lack corrupt motive desire 
for personal gain will not prevent 
liability. 

Those directors who are liable are re- 
sponsible for losses loans made 
violation law since such violation 
“the direct proximate cause the 
losses”. the specific case, the losses 
were the excess over authorized loans 
single borrowers and the amounts un- 
secured loans enable borrowers 
buy and hold stock the lending bank. 
Broderick Marcus, 272 Supp. 
455. 


ACKNOWLEDGMENT BEFORE 
STOCKHOLDER 


THE absence statute the con- 
not qualified take the acknowledg- 


Court Decisions 


DIGEST THE LEGAL DEPARTMENT 


American Bankers Association 


ment instrument which the 
(2d) (Tex. Civ. App.) 948. 


RECOMMENDATION MORTGAGE 
BANK OFFICER 


BANK customer purchasing mort- 
gage from another customer had been 
informed officer the bank that 
“it was good mortgage; there was only 
$6,000 against it, and was worth lot 
more. The entire investment was 
lost because the property did not, 
sale some year and half later, realize 
sufficient pay the prior liens. suit 
the purchaser against the officer for 
fraud, the court held that such officer 
did not have any fiduciary relationship 
the purchaser and owed duty 
cept refrain from making false state- 
ments facts, resorting conduct 
designed and intended effect de- 
The statement total incum- 
brances might have been intended not 
include tax liens. The reference 
opinion, forming “no basis for 
The price realized the subsequent 
sale was insufficient show that the 
mortgage had value the time the 
purchase. Benz Mohr, 272 
Supp. 558. 


INSURANCE TRUST 


UNFUNDED life insurance trust has 
been held valid after the death the 
creator against the claims creditors 
his estate where the policy was made 
payable the corporate trustee, al- 
though the creator retained the right 
terminate modify the trust agreement 
and also the right exercise all the 
privileges specified the policy, includ- 
ing the right change the beneficiary, 
borrow money from the insurer 
the policy and receive dividends and 
the cash surrender value. While the 
particular case, the policy was delivered 


the trustee, the court did not seem 
consider such delivery essential. Gur- 
nett Mutual Life Ins. Co., 191 
250. 


SUCCESSION TRUST POWERS 
CONSOLIDATION 


NATIONAL bank with which was con- 
solidated Florida trust company act- 
ing executor succeeded such status 
even without affirmative action the 
probate court the state. Section 34a 
Title the United States Code, 
amended Section 24(b) the 
Federal Banking Act 1933, providing 
for succession trust powers con- 
solidation state corporate trustee 
with national bank, was held valid and 
operative the absence incon- 
sistent state statute. Adams Atlantic 
Nat. Bank, 155 So. (Fla.) 648. 


COLLATERAL 


PLEDGEE bank entitled dividends 
stock and interest bonds, and 
the pledgor collecting such income holds 
trustee. However, the bank not 
entitled the proceeds coupons vol- 
untarily delivered the pledgor, 
nor dividends collected such 
pledgor with the acquiescence the 
bank. Detroit Trust Co. First Nat. 
Bank, Fed. Supp. 117. 


PLEDGE NATIONAL BANK 


THE receiver insolvent national 
bank may recover assets pledged 
court funds private litigants, since 
they are not “public moneys.” Ecker- 
son Utter, Fed. Supp. 201. 


CONSTRUCTION BOND POLICY 
INSURER’S AGENT 


SURETY company has been held bound 
written construction the ambigu- 
ous provisions (CONTINUED PAGE 42) 
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Commerce Trust 
Kansas City Adopts 
Recordak System 


Substantial Savings Effect- 
ed, Protection Increase 


“From our 
years’ use the 
with the Recordak 
The officials 


KANSAS CITY, MO. 
the Commerce Trust Company 
have greatly low 
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Replaces Carbon 


Records 
time, the Commerce 
Trust Company discarded its carbon 
copy record system favor the 
Recordak plan. 
rovided 

records the 
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Recordak Corporation 
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VOL. NO- JANUARY new YORK 
the total $3,370. The Stockton Kansas This bank recently effected vation. For some 
Loan. Bank has total doing bank has posted all its 11,000 
eight and one-half Recordaks made this possible. accounts 
NATION-WIDE SERVICE DAYTON BANK 
DAYTON, OHIO. The Third Na- 
NEW YORK, checkup over the past two years, 
There are Recordak offices. all expenses for this modern book- 
addition the home office New keeping aid, they figure that they have 
the new system made 
January 1935 New York City. 


(CONTINUED FROM PAGE 40) 

its bond general agent when the 
insured reliance such construction 
refrained from taking action which 
would have provided full protection. 
Specifically, private depositor having 
depository bond asked for and re- 
ceived written statement that the 
bond covered certificate deposit, 
reliance upon which refrained from 
putting the deposit another form 
withdrawing it. United States Quarry 
Tile Co. Massachusetts Bonding 
Ins. Co., Fed. (2d) 400. 


PLEDGE ASSETS PROTECT 
DIRECTORS SURETIES 


whom the bank’s assets 
were pledged protect them sureties 
its depository bond were compelled 
return such assets after its insol- 
vency. They “cannot deal with them- 
selves and for the corporation the 
same time. this particular case 
they were drawing assets from the 
bank which belonged it, and were 
securing for themselves 
status contravention the rights 
others. The law, placing its 
stamp disapproval upon the mainte- 
nance inconsistent positions cor- 
porate officers, does not pause inquire 
whether the contract transaction was 
fair Frankford Ex- 
(2d) (Mo. App.) 155. 


CLAUSE 


United States Supreme Court has 
assigned five gold clause cases before 
for argument January 1935. 


Trust RECEIPTS 


PARTICULAR trust receipt and the 
accompanying papers were held evi- 
dence debt with automobiles 
chattel mortgage,” valid between the 
parties, but since unrecorded void 
creditors the person executing the 
trust receipt. “Those interested the 
nature this peculiar type security 
will find extensive discussions the 
subject Columbia Law Review, 
394, 547; Id. 545; Harvard Law 
Review, 229; Id. 304; Cornell 
Quarterly, 543; and the annotations 
A.L.R. 332; A.L.R. 282; 
A.L.R. 302. The courts, especially 
the later cases, are inclined look 
through the form the instrument 
the real purpose the parties, and 
that connection consider all the 
facts and circumstances, including other 


instruments executed part the 
same transaction.” Habegger Skalla, 
Pac. (2d) (Kan.) 113, 115. The Com- 
missioners Uniform State Laws have 
drafted Uniform Trust Receipts Act 
and recommend its enactment the 
various states. 


PAYEE 


PERSON cashing good faith 
check indorsed the name the 
payee was denied recovery from the 
drawer, who deceived his own em- 
ployee made the check payee 
fact non-existent. Negligence the 
drawer issuing the check would not 
render him liable, nor was “under 
any duty determine whether the 
indorsement the fifteen earlier checks 
was referring the regular 
practice the employee obtaining 
checks payable the same non-existent 
payee. Jacoby Kline Bros. Co., 272 
Supp. 871. 


LEASE TRUST REALTY 


authorized to: (1) lease property 
Montgomery Ward Co. for depart- 
ment store for twenty years, with the 
lessee’s option renew for another 
twenty years, notwithstanding the trust 
might probably terminate before the 
lease expired; (2) expend $40,000 
necessary alterations and repairs, where 
the will gave the trustee authority 
repair the building; and (3) advance 
such lessee $7,500 out the principal 
the estate with which make im- 
provements. “Leases trustees which 
will not run beyond the termination 
the trust, its termination indefi- 
nite time, beyond its probable dura- 
tion, are ordinarily within their implied 
powers, and leases extending beyond 
those limits may be, appears that 
they are reasonably necessary for the 
accomplishment the purposes the 
trust the preservation the trust 
property. Unless the necessity make 
leases the latter class clear, trustees 
should seek the advice the superior 
court the period they may made 
run.” Montgomery Ward Co. 
Norton’s Trustee, (2d) (Ky.) 
41, 44. 


CREDITORS’ 


“in the absence fraud and 
collusion intent effect preferen- 
tial payment, bank may set off 
deposit made the ordinary course 
business and subject withdrawal 
the depositor, even though the bank 
may know that the depositor in- 


solvent the time,” deposits made 
creditors’ committee the name 
insolvent were held not subject 
set-off against obligation the in- 
solvent when the bank knew the facts. 
Twentieth Street Bank Gilmore, 
Fed. (2d) 594, 596. 


Stock 


THE term securities” testa- 
mentary trust has been held mean 
“safe investments,” including corporate 
stock, although the court recognized 
that strict construction 
excludes such stock. Fairleigh Fi- 
delity Nat. Bank Trust Co., 
(2d) (Mo.) 248. 


COLLECTING OUTSIDE BANK— 
CHECK INDORSED For 


THE test California whether state 
bank responsible for deposits col- 
lected its officers outside the bank 
whether has authorized such pro- 
cedure, which authorization may 
shown its express implied 
edge the practice. The bank is, how- 
ever, liable the money actually 
reaches and mingled with its 
funds. 

bank its peril cashes check 
another bank indorsed third 
person “for deposit.” Nordin Eagle 
Rock State Bank, Pac. (2d) (Cal. 
App.) 490. 


SAVINGS RULE AUTHORIZING 
PAYMENT PERSON PRE- 
SENTING THE Book 


THE rule savings passbook that 
payment one holding the book shall 
binding the owner the absence 
notice that the book has been lost, 
stolen destroyed, and request not 
reasonable one and protects the bank 
making payment the wrong person 
who produces the book, and the bank 
has exercised the proper care.” Smith 
Republic Nat. Bank and Trust Co., 
(2d) (Tex. Civ. App.) 552. 


PAYMENT NOTE WITHOUT 
REQUIRING SURRENDER 


the large number judicial 
decisions illustrating the danger pay- 
ing negotiable note without requiring 
its surrender Universalist Convention 
Guest, 175 (Ga.) 466. When the 
person receiving payment not the 
owner, the maker assumes the burden 
proving his agency for the owner, 
which may circumstantial 
evidence, otherwise. 
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this 


the name the surety company that fur- 
nishes more bonds and writes larger volume 
Fidelity and Surety business than any other 
company the country...It the name 
surety company that has kept prime, liquid 
financial condition even during periods depres- 
the name surety company that 


has been business years. 


the name surety company that has 


never failed meet its obligations when due. 


the name surety company that appreci- 
ates the importance prompt claim settlements 


... and shows that appreciation action. 


FIDELITY DEPOSIT 


COMPANY MARYLAND, BALTIMORE 


The and its affiliate, the AMERICAN BONDING COMPANY 
BALTIMORE, specialize Fidelity and Surety 
Bonds, Burglary, Forgery and Plate Glass Insurance. 
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Augusta and New Orleans 


THE headquarters for the American 
Bankers Association convention, which 
will held New Orleans, November 
11-14, 1935, will the Roosevelt 
herd, Executive Manager the Asso- 
ciation. This action, said, has been 
confirmed the Administrative Com- 
mittee the organization. 

Mr. Shepherd also announced that 
the committee had confirmed the selec- 
tion, President Hecht and the Execu- 
tive Manager Augusta, Georgia, for 
the 1935 meeting the Executive 
Council the Association, which will 
held April 14-17, the Bon Air- 
Vanderbilt Hotel. 


Trust Conference 


THE sixteenth annual mid-winter trust 
conference the Trust Division, Amer- 
ican Bankers Association, will held 
February 12, and 14, 1935, the 
Hotel Waldorf-Astoria, New York City, 
President the Division, and vice- 
president, New England Trust Com- 
pany, Boston, Mass. The annual ban- 
quet which brings the conference 
close will held the evening 
February 14. 

This annual three-day meeting, which 
brings together representatives the 
leading trust companies and banks 
all parts the country, expected 
unusual importance this year, 


EUGENE BLACK 


Events and Information 


according Mr. Little. pointed out 
that problems have arisen under pres- 
ent-day conditions that have impor- 
tant bearing upon the operation policies 
trust companies and banks with trust 
departments. 


Service Charges under the 
Code 


ELIMINATION local fair trade 
practice provisions under the Bankers 
Code Fair Competition, through the 
deletion Article VIII, has been of- 
ficially authorized, announced 
Abner Stilwell, vice-president, Conti- 
nental Illinois National Bank and Trust 
Co., Chicago, chairman the Banking 
Code Committee, notification sent 
the chairmen all bankers’ N.R.A. 
groups and secretaries state bankers 
associations. 

The fair trade practice provisions 
comprised authority for adoption under 
the code service charge schedules 
applicable banks clearinghouse 
groups. Banks are free, before the 
adoption the Code, form voluntary 
agreements among themselves respect 
service charges adopt them 
individuals. 


Governor Black 


EUGENE BLACK, former governor 
the Federal Reserve Board, died 
his home Atlanta, December 19, fol- 
lowing heart attack. After Governor 
Black retired from the Reserve Board 
returned his post governor 
the Federal Reserve Bank Atlanta 
and also served President Roose- 
velt’s personal representative foster- 
ing closer relations between the bankers 
the nation and the Administration. 
was member-at-large the Ex- 
ecutive Council and the Administrative 
Committee, American Bankers Associa- 
tion. 


Former President 
Stephenson 


ROME STEPHENSON, President 
the American Bankers Association 
during the year 1930-31, died from 
heart attack December his home 
South Bend. was years old. 
Mr. Stephenson was leading figure 
Indiana banking circles for more 
than years. was born Wabash, 
Indiana, 1865. was educated 


the public schools Wabash and Roch- 
ester, Indiana, later studying law and 
entering practice Rochester 1887, 
also organized the Rochester Trust 
and Savings Bank which was 
president. 1908 when moved 
South Bend gave the practice 
law and entered banking. 

the American Bankers Associa- 
tion, Mr. Stephenson was active the 
Savings Division, having been President 
that Division 1912. served 
many the committees and com- 
missions the association, and was 
member the Executive Council several 
times. was Vice-President the 
Association 1929-30. was gradu- 
ate the American Institute Bank- 
ing and was actively interested this 
educational section the Association. 
For many years was also active 
the Indiana Bankers Association. 


Banking Legislation 

THE Committee Banking Studies 
the American Bankers Association, said 
President Rudolf Hecht recently, 
composed whose character and 
attainments should satisfy the most 
critical and whose courage great 
enough disregard precedent and 
strike out boldly for new and better 
laws the exhaustive studies they are 
making convince them that such new 
laws are based upon the broadest possi- 
ble justice and the interest all the 
people.” 

Mr. Hecht made some specific sug- 
gestions with respect changes 
banking laws. advocated early en- 
actment new Federal Deposit In- 
surance law embodying such features 

(CONTINUED PAGE 60) 
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YOU USE STEAM SHOVEL 


DIG POTATOES? 


your bank devoting too much its 
officers’ time cleaning relatively 


small loans? 


looking over list past due paper, 
small item just irritating loan 


committee large one. 


More and more commercial banks are 
solving this problem referring appli- 


cants for relatively small loans their 


local Morris Plan institutions. 


Twenty-five years pioneering and 
specialization the field industrial 
banking enables our members handle 
such accounts (unprofitable, whole, 
commercial banks) economically and 
understandingly. Under our specialized 
methods, they are profitable; and because 
our rates are moderate, the public also 


profits. 


MORRIS PLAN 


BANKERS ASSOCIATION 


with which affiliated the Industrial Bankers Association, Inc. 


East 


BALTIMORE, MARYLAND 


This series advertisements 
sponsored Morris Plan 


institutions 
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cities. 
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Washington, D.C, 


NTIL the President finally speaks 
Congress the first week 
January, details Government 
plans for low cost housing will remain 
indefinite and uncertain. Perhaps such 
will the case some extent until 
Congress ultimately gives its approval. 
evident, however, that low cost 
housing projects various sorts will 
form the core the Government’s re- 
covery activity the New Year, and 
behooves the people the country, the 
taxpayers particular, give atten- 
tion the undertaking. 

Into will hundreds millions 
dollars—some private capital, most 
public funds. major task Gov- 
ernment and people combined, and 
well that developments date upon 
which the new campaign will predi- 
cated should given careful review. 

Although details the plan vari- 
ous plans are yet determined, 
seems certain that the low cost housing 
drama will played two acts and 
three scenes, for the simple reason that 
already cast and the work has not 
only already been commenced but has 
even assumed considerable proportions. 

One act consists the undertaking 
the Government foster, and even 
carry out its own responsibility, the 


Housing Plans Advance 


construction low cost housing, either 
groups modern tenements, the 
larger cities. Provision was made for 
such work the original public works 
program the National Industrial Re- 
covery Act. The work carried 
part P.W.A. activities. 

The second act embraces two scenes 
partly because divided responsibility 
and authority and partly because things 
have worked out that way. One these 
scenes the subsistence homestead un- 
dertaking which also was provided for 
the recovery act. under the In- 
terior Department separate bu- 
reau. The other scene has grown out 
the emergency relief work and 
under the Federal Emergency Relief 
Administration. 

the course administering the re- 
lief program has been found that 
many parts the country relief upon 
satisfactory basis can given only 
more less permanent footing re- 
habilitating the economic position 
the recipients. This can done only 
removing them from present localities 
and reestablishing them new com- 
munities where least certain 
amount self-help possible. This 
work along the same lines the sub- 
sistence homestead proposition with 
slightly different aims and methods and 
under different authority. 


KEYSTONE 


The entire housing program thus 
embraces three purposes—the stimula- 
tion industry, immediate relief and 
the rehabilitation the economically 
submerged portion the American peo- 
ple. Back these purposes the 
dominant idea voiced President 
Roosevelt and echoed every one, 
that every American who wants home 
and willing work for ought 
have and must given opportunity 
attain it. 

Whatever may the details ex- 
tent the Government’s plans this 
line, the work will not experimental. 
The experimentation has already been 
carried out and the Federal authorities 
have very definite ideas what can 
done and how soon. The chief ques- 
tion settled how extensive the 
program will be. 

The beginning the subsistence 
homestead campaign was provided for 
appropriation $25,000,000 made 
Congress months ago the indus- 
trial recovery act. The idea build 
communities individual low cost 
homes, each near present prospective 
industrial plants. Each home rural 
districts will have attached enough 
land enable the occupant produce 
much, not all, the food necessary for 
his family times when not em- 
ployed the factory. expected 
that this plan working people will 
not only able provide largely for 
their own needs during unemployment 
and thus reduce eliminate the need 
help from outside, but also that will 
ultimately result the decentraliza- 
tion industry and thus avoid many 
unfavorable living, labor and_ social 
conditions. 

The work developing four principal 
types homesteads. First the home 
with small garden plot close large 
industrial center. The second 
slightly larger homestead near decen- 
tralized industrial town. These are the 
main types. more limited way the 
administration attempting prove 
that rural life can made self-sufficient 


Tennessee homestead 
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RURAL AND URBAN 


The housing program logically 
takes two forms, one which 
clearance and the con- 
struction modern tenements 
large cities and the other 
the construction rural com- 
munities either for relief so- 
cial betterment purposes, con- 
tinuing program now divided 


between two authorities. 


and attractive the establishment 
homesteads large enough provide for 
certain amount agricultural produc- 
tion for commercial sale while not en- 
tirely divorced from industrial life. 
fourth type project that created 
care for the so-called groups” 
—people unemployed, 
manently, through the shutting down 
removal the industries upon which 
they formerly depended. Homestead 
communities may contain few 
individual homesteads many 
from 300 500. 

The first community established un- 
der this plan was near Reedsville, West 
Virginia. This community was some- 
what experimental its plans, but the 
project rapidly being followed 
others other states. Sixty-three 
projects had been approved last ac- 
counts, involving the construction 
nearly 4,000 homes. Applications for 
such homes have come from well over 
500,000 people, embracing over 23,000 
projects. The projects considered sound 
under preliminary examination call for 
more than billion and half dollars. 
Six hundred and one projects involving 
$500,000,000 are definitely approved. 

Under the financial set these com- 
munities are established and homes 
built money from the appropriation, 
which used revolving fund. The 
homes are sold occupiers basis 
amortization suited the locality and 
probable financial ability the buyer. 
The size individual units the home- 
stead developments varies from three 
six rooms costing from $2,000 $3,000, 
from one-half acre the “garden 
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rural projects. Actual construction, 
management and financing are done 
through the Federal Subsistence Home- 
steads Corporation, which has been 
organized the Government for the 
purpose. 

The homesteads are located good 
land with reference the principal 
areas” the country and 
the basis local need and suitability 
for demonstration purposes. They are 
offered types what can accom- 
plished generally throughout the coun- 
try and the beginning national 
movement population from the cities 
back the soil, for the purpose pro- 
moting economic stability, preventing 
overbalance population large cities 
and raising living standards both 
economically and socially. 

has been the “stranded families” 
phase the situation that first 
brought the Federal Emergency Relief 
Administration into the development 
plans which parallel those the sub- 
sistence homestead undertaking. Pour- 
ing relief funds into some communities 
under present conditions like pouring 
sand into rat hole, and the relief work- 
ers early conceived the idea that unem- 
ployed workers and their families could 
made self-supporting organized 
rural communities with moderate 
amount supervision and reasonable 
amount relief funds. 

The plan reach out for the re- 
habilitation families whose bread- 
winners have little prospect 
reemployment living wage their 
present location 


INTERNATIONAL 


URBAN. The inauguration Cleve- 
land slum clearance 


Some these families have come upon 
relief result the exhaustion 
natural resources upon whose develop- 
ment they have been employed. Others 
have been thrown out work the 
supplanting obsolete industries 
new ones which they cannot adjust 
themselves, while others have neither 
the ability nor initiative adapt them- 
selves new processes secure new 
employment where improved machin- 
ery has rendered their former employ- 
ment obsolete. 

The plan the Emergency Relief 
Administration collect such fami- 
lies new rural communities near 
industrial employment practicable; 
build suitable houses for them, do- 
ing which many those receiving relief 
can employed; attach each 
house plot ground upon which can 
produced food and raw materials 
for home use; and enable the occu- 
pants these homes secure much 
employment possible near in- 
dustries, new cooperative other 
industries which may established 
home industries. 

The plan being carried out under 
the supervision the state directors 
relief. The financial set-up the 
organization each state “rural 
rehabilitation corporation” which car- 
ries the active work organizing 
the new communities, constructing 
homes and all necessary out-buildings, 


advancing equipment tools and live- 
stock where necessary and otherwise 
“rehabilitating” the people concerned. 

Funds for the purpose are advanced 
the corporation the relief admin- 
istration and the state and local govern- 
ments general proportion public 
relief funds contributed these agen- 
cies. The homes and equipment are sold 
the occupants long term amortiza- 
tion credit. Three these projects have 
complete. The first Woodlake, 
Texas, comprising 100 homes. The 
second Mississippi County, Ar- 


kansas, comprising 650 homes, 100 


them completed; and the third Red 
House, West Virginia, comprising 150 
homes. The administration has ad- 
vanced the preliminary cost addi- 
tional communities. Plans for more 
such communities states have been 
tentatively approved and land for most 
them has already been bought. 
These undertakings are considered 
merely the beginning the develop- 
ment the scheme. Over 85,000 fami- 
lies were accepted for rehabilitation 


TWO-FOLD PURPOSE 


THE P.W.A. housing program has 
been shaped with two ideas view— 
one improve sanitary and social con- 
ditions the larger cities and the other 
aid the rehabilitation the con- 
struction and heavy industries. For 
this program Congress appropriated ap- 
proximately $135,000,000, which 
$127,564,500 was allotted from the 
P.W.A. $3,300,000,000 appropriation 
and $7,765,000 under the emergency 
appropriation act last Spring. Other 
funds bring the total available 
about $150,000,000. 

The plan adopted proposed two lines 
procedure. One was lend money 
per cent interest private corpora- 
tions amortized over period 
years for the construction modern 
low cost housing, profits the corpora- 
tions limited. The other was 
lend money municipalities for the 
purpose, aiding the local governments 
the undertaking the outright grant 
gift per cent the cost labor 
and materials. 

the middle December the 
Administration had allotted funds for 
seven limited dividend corporation 
projects and for loan and grant pub- 
lic enterprises. Five the private 
projects are under construction, one 
has been completed and the other 
about commenced. the pub- 


lic projects, nine are advanced stages 
and the rest are various degrees 
progress from mere studies definite 
commitments. Two the private un- 
dertakings are greater New York, one 
Philadelphia, one St. Louis, one 
near Cleveland and one Virginia near 
Washington. Large public undertakings 
actually hand are located New 
York, Chicago, Cleveland, Atlanta, 
Louisville, Indianapolis, Montgomery, 
Detroit and Cincinnati. 

Allotments have been made for con- 
struction about other cities and all 
these various projects have exhausted 
the amounts set aside for the purpose 
Congress. The nine advanced public 
enterprises call for the expenditure 
about $73,000,000. The private enter- 
prises approved call for the use about 
$11,000,000 public funds, the total 
cost run about $12,500,000. 

Several deductions may made 
from the Government’s experience 
far slum clearance and rural com- 
munity projects. the first place 
perhaps not too much assume that 
the rural community phase future 
activity will united under one au- 
thority more comprehensive pro- 
gram. also seems evident that this 
work, whatever may its extent, must 
done more less direct Govern- 


ment financing. The chief question 
how much. 

The other phase, the city slum re- 
habilitation undertaking, presents more 
difficulty and may involve more com- 
plicated financing. The P.W.A. authori- 
ties are insisting that work upon city 
projects from now will rapidly 
pushed realization, but evident 
that all such undertakings must contend 
with delays due the necessity 
securing the cooperation the cities 
concerned, the difficulty securing 
sites for new construction where private 
land holdings are involved, the neces- 
sity many cases securing legislative 
authority for such projects the part 
municipalities concerned, and 
many other causes growing out com- 
plications authority, divided interests 
and municipal politics. the same time 
must realized that the possibilities 
construction this line are real 
worth from sanitary, police and 
sociological point view. 

How far Congress may willing 
the appropriation funds for 
such undertakings another question. 
But there sure extensive 
housing program which private capi- 
tal may invited participate but 
which the Government will lead. 

ANDERSON 


OFFICIAL PHOTOGRAPHER 


Making its housing campaign interesting all the people 
important part the Government’s work. this picture, the official 
photographer going the scene new building project 
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Alertness for Customers’ Check Mistakes 


what extent bank should its 

depositor’s keeper has always been 
delicate question, even trust depart- 
ments; and the banking departments 
such task has usually been left 
proverbial brothers other non-cor- 
porate kin the customer. Yet metro- 
politan bank has made scores close 
customer relationships practicing 
species guardianship which any 
bank, under certain circumstances, 
might find value emulate. 

began several years ago when its 
signature man, who was individual 
noted for his humanity well for 
the efficiency with which passed 


upon signatures checks they came 
from the clearings, raised his eyebrows 
over check drawn depositor which 
had just come through the exchanges 
and, after some thought, referred 
the cashier. 

The check was unduly large pro- 
portion the customer’s balance and 
had the endorsement well known 
night club. 

called the customer, who was 
much upset and said that remem- 
bered the check, but had since found 
out that the amount was all wrong. 

make long story short, the party 
had been paid for twice, Mr. Blank’s 


check, which had been told would 
cover everything, and friend, 
cash, without Mr. Blank’s knowing 
the time. Mr. Blank had supposed, 
since the check had gone through, there 
was little that could done. 

Since then the bank, through its 
signature department, has kept watch 
for items, especially those bearing con- 
firmatory endorsements, which were ir- 
regular enough suspicious and, 
returning them marked “signature 
irregular,” has given many clients 
the opportunity decide whether 
they wished anything about 
costly little mistakes made offguard. 


Bank Loans Cannot Create Business 


two charts below are based study made the 
Association Reserve City Bankers, under its president, 
Lyman Wakefield, president the First National Bank 


INDUSTRIAL PRODUCTION AND ASSETS 


REPORTING MEMBER 


PRODUCTION 
Per Cent 


Industrial Production 
(Fed Res Board Index, '923-25+/00) 


“All Loans 


Investments 
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and Trust Company Minneapolis. Both these charts 
bear out the conclusion that commercial bank loans lag 
behind business activity, both the and down move- 


ments. case studied, Mr. Wakefield states, did business 


ANKS US. 


recovery follow the heels increase bank loans. 
The opposite occurred, with delay several months. 


making these findings public Mr. Wakefield says that 
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conclusion from this that must look industry the 
key industrial recovery.” 
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YOUR ELEVATOR PROBLEM 


today, have many problems 
building operation problems 
rehabilitation and up-keep. And 
the problem turning losing 
investment into paying one. 

One the problems that has 
doubtless come elevators. The 
problem remodeling some the 
elevators order make the build- 
ing attractive tenants. And the 
ever-present problem elevator 
maintenance. 

Why not place your elevator 
problems with the elevator manu- 


vator modernization, economical 


solution can arranged through 
our Elevator Modernization Plan. 
elevator maintenance, our 
Maintenance Service the solution. 

charge) the elevators your build- 
ings and present our suggestions 
how your elevator problems can 
best handled. make these 
suggestions with eye economy, 
keeping mind, the same time, 
that some effort toward rehabilita- 
tion may necessary these build- 
ings are ever pay their way out. 
Telephone the nearest Otis office 


for more complete details. 


OTIS ELEVATOR COMPANY 


Premises 


Closed Banks 


the premises closed 
bank used again for banking 
purposes? 

There doubtless room for division 
opinion this question. 

possible contend that persons 
who have had unsatisfactory experi- 
ences with bank not care have 
further associations with the property, 
even though the old bank has passed out 
existence and the new banking oc- 
cupant the property has remote 
connection with the former tenant. 

The experience one large bank 
tends bear out this theory. This in- 
stitution, operating several branches, 
had opportunity purchase two 
properties which had formerly been 
occupied bank which had failed. 
first was not interested the pro- 
posal, but finally the buildings were 
offered very attractive prices and the 
bank agreed buy. each location 
opened new branch. 

This was several years ago, but far 
neither branch has been particularly 
profitable, although each strategic 
location. course this may nothing 
more than circumstance; yet pos- 
sible wonder whether unpleasant as- 
sociations, however unfair, have kept 
alive old prejudices. 


MEXICO 


General Lazaro Cardenas took 
over the republic’s presidency 
with promise institute 
social reforms 


WIDE WORLD 


BANKING 


Watch the 
Repair Job 


ANKS which have real estate de- 
partments are course faced with 
the necessity maintaining improved 
property. This involves the letting 
contracts for repair and renovation 
jobs, and also supervision the work. 
One bank’s real estate division has 
found advisable employ supervisors 
whose duties are check paint- 
ers, plasterers, decorators, plumbers 
and other workers. The purpose this 
inspection two-fold. insures the full 
and satisfactory completion repair 
jobs; also serves excellent ges- 
ture good will the tenant. 

For example, supervisor calls 
house where workmen are finishing 
contract for the bank-owner. intro- 
duces himself representative the 
bank, tells the tenant that regrets 
the inconvenience the household 
the work under way, and trusts that 
everything going smoothly. Then 
asks see how the work progressing. 

Inside the house apartment 
inspects the newly tinted walls 
freshly finished floor, making mental 
check with the specifications. this 
manner the bank learns whether has 
obtained full value from the contractor 
and likewise establishes friendly 
contact with the tenant. 


Mr. Crowley’s organization 

considered some the 

proper agency for all bank 
examinations 
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PHILADELPHIA 
NATIONAL BANK 
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specific crime bank robbery 
was not discussed Attorney 
General Homer Cumming’s 
conference crime Washington; 
specific crime was discussed—in fact, 
for various reasons discussions were 
confined crime the abstract 
governmental and sociological problem, 
which final analysis crime really is. 

one reads between the lines the 
discussion and the resolutions passed 
the conference, however, will 
appreciated how important part 
crimes violence, which bank 
robbery has come the outstanding 
example, play the outlaw situation 
and how imperative that robbery 
accompanied violence and murder 
given particular attention the present 
time means shutting off one 
the chief sources income organized 
gangdom. 

can appreciated also that the 
situation presents temporary prob- 
lem. Neither the public officials con- 
cerned nor the chief authorities the 
conference take much stock the idea 
that the increase crimes violence 
recent years represents any “crime 
wave” due special “post war” 


Crime Suppression 


other passing conditions. They regard 
crime something like the poor, which 
always have with us, something 
against which there must constant 
vigilance, constant warfare and con- 
stant efforts, not only actual work for 
prevention detection, apprehension 
and punishment but also correcting 
fundamental social conditions likely 
result crime. 

For this reason the objects sought 
the law officers the Federal Govern- 
ment the conference itself represent 
sudden temporary crusade. The 
authorities have sought permanent in- 
stitutions, sociological and governmen- 
tal, coordinate anti-crime efforts 
permanent basis, the idea that with 
few exceptions present laws are ample 
cover the situations and they 
are promptly and fully enforced and 
and law officers the Federal and 
state governments can brought into 
trained and harmonious relationship. 

was have been anticipated, the 
chief obstacles efficient prevention, 
detection and punishment crime were 
forts state and national authorities 
result the conflict divergence 


THE CONFERENCE 


The President being introduced Attorney General Cummings. 
Behind Mr. Roosevelt former Secretary War Hurley 


jurisdiction; the lack trained law en- 
forcement personnel, due largely 
constant changes law officers state 
and local governments; the influence 
politics upon law enforcement both 
its responsibility for constant shifts 
local police personnel and the more 
corrupt connection “higher-ups” 
politics the actual protection crime 
and criminals; the black-leg lawyer 
who prostitutes his talents and his pro- 
fession the protection crime and 
criminals; and the failure public 
sentiment adequately support law of- 
ficers the enforcement law, not 
mention that maudlin sentimentality 
which many cases has rather glo- 
rified the spectacular criminal than re- 
garded him the abnormal monster 
really is. 

General recognition these obstacles 
responsible for the idea that more effi- 
cient enforcement law requires some 
central authority press and coordi- 
nate national and local anti-crime efforts 
permanent basis—in other words, 
the continuation the conference 
permanent body, subject the call 
the Attorney General and ever 
present support the Attorney Gen- 
eral his efforts coordinate and 
strengthen law enforcement all the 
states. 

course the principal burden this 
kind work falls upon the Depart- 
ment Justice Washington. the 
President put the matter his address 
before the Conference, the problem 
create structure which will tie to- 
gether every crime-preventing, law-en- 
forcing agency every branch 
government—the Federal Government, 
the forty-eight state governments and 
all the local governments, including 
counties, cities and towns.” This can- 
not well done Federal legislation 
and certainly not state legislation. 
Apparently extra-legal set-up nec- 
essary. Many national organizations are 
devoting their energies such work. 
The American Bankers Association, and 
the American Bar Association are typi- 
cal. What required, however, the 
coordination all such efforts. This can 
best done, under present circum- 
stances, the permanent extension 
the conference idea. 

There really nothing new the 
crime situation this country except 
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Edgar Hoover, head the Justice De- 
partment’s investigation division 


that modern means transportation 
and communication have built large 
gangs criminals and also have brought 
about “twilight zones” between the 
states which prompt official action 
difficult. There have developed inter- 
state crimes, which are planned and 
completed more than one state. All 
this has resulted the development 
crime conditions beyond normal limits. 

Even this not new. was amply 
discussed and remedies were offered 
the report the Wickersham Commis- 
sion which investigated the whole 
crime situation three years ago and 
which attention was called the con- 
ference Washington. Had there been 
some central authority follow the 
work the Wickersham Commission, 
had the recommendations the latter 
been carried out instead being smoth- 
ered the prohibition phase the dis- 
cussion, had there been some central 
authority working the several states 
well the nation large give 
effect this half million dollar in- 
vestigation, there doubt that the 
crime situation the country would 
have been greatly improved the 
present time. 

Hence the ultimate responsibility 
for crime prevention and punishment 
rests upon the ordinary citizen each 
community and state—the banker, the 
baker, the candlestick maker—who 
must see that efficient, incorrupt- 
ible judges and police officers are 
chosen, that the latter are properly 
trained, that they are free all sinister 
political influences and that they are 
given the loyal support their respec- 
tive communities law enforcement. 
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nearly century this Bank 

has served American business 
and financial interests. provides 
its banking correspondents and 
customers with the advantages 
ample resources and exceptional 
facilities every phase domestic 
and international banking. 


Guaranty Trust Company 
New York 


140 BROADWAY 


FIFTH AVENUE 44TH STREET 
MADISON AVENUE 60TH STREET 


LONDON 
LIVERPOOL 


BRUSSELS 
ANTWERP 


HAVRE 


The decision the Post Office De- 
partment retain Newark Airport 
the Eastern air terminus was 


The POST OFFICE DEPARTMENT 
MADE WISE DECISION 


based sound reasoning. 


Airport, and the public throughout 
the nation should know the facts. 


+r 


Safety. Planes using Newark Air- 
port not fly over open sea, 
New York skyscrapers. The loca- 
tion Floyd Bennett Field would 
83% the traffic 
over miles open sea. 


investment $5,000,000 has 


been made Newark. This not 
profitable investment and would 
not for another Eastern air ter- 
minus. New York taxpayers would 
suffer new burden, without in- 
were made Floyd Bennett 
any other New York field. 


Without expense for connecting 
highways, New York could not 
equal Newark’s location. Twenty- 
six minutes the present differen- 
tial between Newark and Floyd 
Bennett the New York Post 
Office. 


FIDELITY UNION 
TRUST COMPANY 


MEMBER FEDERAL RESERVE SYSTEM 
NEWARK, NEW JERSEY 


Real Estate 
Scrap-Books 


efficient and time-saving method 
filing information with respect 
real estate owned managed bank 
has been evolved one banking insti- 
tution which has unusually success- 
ful real estate department. 

Each piece property represented 
loose-leaf album wherein kept 
complete record all data pertaining 
that particular parcel. Beginning with 
the essential facts relative the prop- 
erty’s acquisition—date, circumstances, 
parties concerned, amount the bank’s 
investment, etc.—the book presents 
full case history which kept alive 
the time the property disposed of. 

Included the file are pictures the 
residence commercial building, quar- 
terly statements its earnings, essen- 
tial information contracts for re- 
pairs renovation, architects drawings 
important alterations, correspond- 
ence and similar entries. Thus officers 
the bank the department have in- 
stant access the records any given 
piece real estate. longer neces- 
sary for clerk through volumi- 
nous and perhaps scattered files 
ledgers—at considerable cost time— 
assemble pertinent facts bearing 
any piece property which the bank 
interested. 


PHOTOGRAPHS HELP 


THE use photographs, has been 
found, adds extensively the value 
each album. this means the various 
real estate items can appraised vis- 
ually, and certain psychological im- 
pression created when person study- 
ing album able see the object 
under analysis. 

Another valuable service provided 
this system records best appre- 
ciated times examination. The 
bank examiner, instead taking 
rather circuitous route arrive his 
estimate real estate holdings, in- 
troduced the album library where the 
desired information literally his 
finger tips neatly typed pages. 

This bank’s real estate division 
large and consequently the albums fill 
several steel filing cabinets. The time 
four persons required keep the 
material date. But the bank has 
found its system worth much more than 
the cost maintenance. 
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Complimentary Advertising 


problem how eliminate 
wasteful expense complimentary 
advertising programs, yearbooks, 
directories, souvenir journals and other 
publications put out well meaning 
charitable religious organizations 
one which few banks escape. Here how 
was solved one large city bank: 

The new advertising manager was 
appalled the amount non-produc- 
tive advertising the bank was doing. 
Direct efforts stop met with 
opposition from several higher officers 
interested some the organizations 
which had been receiving the benefits. 

set about, therefore, make 
careful record the amount money 
thus spent. the end the year was 
able show the officers that the total 
exceeded $7,000. This speedily got him 
the desired authority. 

did not, however, 
problem completely. Certain organiza- 
tions, failing sell him space their 
souvenir journals, would seek out 
higher officer particularly interested 
and have the advertisement authorized 
over the head the advertising man- 
ager. certain amount this was found 
unavoidable, and accepted it. 

had its drawbacks. When such 
advertisement appeared, there followed 
series appeals from other organiza- 


tions which could not understand why 
their journals should not have had 
advertisement also. meet this situa- 
tion the policy was adopted filling 
the space with the words 
ments 

Many religious and charitable organ- 
izations placed their appeal for advertis- 
ing the reciprocal basis account 
carried the bank. There was always 
the veiled threat withdrawal. was 
found helpful, when persistent solicitors 


accumulated experi- 
ence The First National 
Bank Chicago covers more 
than seventy years. 
Divisional Organization since 


had unsuccessfully advanced this argu- 
ment and had departed carry the 
matter higher officer, find out 
from the central file the average balance 
the account referred to. Frequently 
was low enough serve conclusive 
argument against taking 

Application these measures, po- 
litely, patiently but firmly, has reduced 
the bank’s total expenditures for com- 
plimentary advertising about $300 
year the present time. 


The 


1905 has developed direct 
contacts between officers 
the bank and its customers. 


NATIONAL RESOURCES 


Miss Perkins was important 
member the Ickes National 
Resources Board, which has 
made its report long time 
planning, flood control, public 
recreation and other subjects 


Correspondent banks have 
found the relationships 
under the plan both pleasant 


The First National 
Bank Chicago 


Charter Number Eight 
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Committee Expenses— 


bank officers get together 
dollars doughnuts that the 
expense account and how reduce 
will come for discussion and that 
ideas will exchanged how some 
dollars might rescued from current 
for future spending. Almost all banks 
recent years have directed their at- 
tention this subject, all with the 
same objective, which approached 


Several institutions have found short- 
comings the annual budget method 
expense control, mainly the ground 
inelasticity, and have devised the 
supervising expense committee, usu- 
ally consisting vice-president, the 
cashier assistant cashier, and the 
comptroller chief bookkeeper, mak- 
ing responsible the president the 
bank, and substituting continuous ex- 


from different ways. pense control for the budget system. 


{BUS 


SVOID VOID VOID ve 
VOID VOID VOID 
VOID VOID VOID 


VO'O VOID VOID VOID 


ap VOW VOID 
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“VOID” feature been available banks for use all depositors. 
merchandising feature that profitably builds stronger relations 
with old and new customers alike. safety feature that demon- 
strates dramatically. advanced and progressive service that 
customers recognize and appreciate 


Ask the Todd man demonstrate New Super-Safety. Gain for your bank these advantages 
Imprinting plants principal banking centers and branch offices located all leading cities 


THE TODD COMPANY, Inc. ROCHESTER, NEW YORK 


Super-Safety Checks e Pass Books and Check Covers e 
Registered Protod-Greenbac Checks e 


Stationery and Bank Supplies 
The Protectograph e Check Signers 


This committee begins making 
survey expenses the whole bank, 
departments, and employing com- 
parisons not only with figures for previ- 
ous years but also comparison with 
various volume-of-business indicators. 
Each department head called and 
queried every item, particularly 
the necessity for and, also, the pos- 
sibility its reduction. The committee 
then adopts rule that “unusual” 
expense shall paid contracted for 
until has first received its approval. 
“Unusual” commonly means expendi- 
ture for something new, such the 
purchase new machine, fixture 
new forms—such letters advice, 
statement blanks, the like. focus- 
sing the brains officers and employees 
upon problems doing without this 
that, utilizing something which 
exists place something which 
admittedly desirable but not essential 
the moment, latent resourcefulness 
developed and astonished savings are 
effected. One bank has saved large 
sums reducing the number printed 
forms used and, paradoxical may 
seem, ordering them smaller sized 
lots. 

Making new improved 
printed forms favorite indoor sport 
many bank men and too many 
institutions they have been devised, 


BUSINESS LEADERSHIP 


Judge Ames chairman 

the group business men 

who met West Virginia 

evolve plan for cooperating 

with the Government through 
permanent organization 
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enthusiastically endorsed officer 
and ordered 5,000 lots, all hands 
forgetting that the bank had stock 
year’s supply old forms which could 
still used and forgetting, also, not 
only that would more economical 
use the old forms first but also 
order something less than three year’s 
supply the new forms the theory 
that within year newer and better 
forms might devised, which, the 
basis previous experience, would 
mean scrapping more piles the 
previous model. 

One these expense committees 
discovered that the aggregate increased 
cost per lot smaller than usual lots 
was much less than was the aggregate 
cost large lots purchased attrac- 
tive quantity discounts then 
scrapped wholesale because somebody 
had revolutionary idea. There 
tendency question the value revo- 
lutionary ideas, far new and im- 
proved forms are concerned, but any 
member expense committee will 
agree that they should put into 
operation deliberate, money-saving 
fashion. 

One the knotty questions encoun- 
tered every expense committee that 


familiar all banks—traveling ex- 


penses. One committee has solved this 
unique manner which has netted 


UTILITIES 


Thomas McCarter, presi- 
dent the Edison Electric In- 
stitute, whose proposal for 
early test cast con- 
stitutionality was rebuffed 
the Federal Power Commission 


if 
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Substitute for Budget 


the bank thousands dollars. Every 
time the new business man wants 
somewhere they call meeting and 
decide whether they shall give him the 
money and just what plans 
when goes. the meeting they 
may veto the trip authorize the ex- 
penditure twice much money for 
bigger and better excursion. Committee 
current control, judging expenditure 
current operations and results, thus 


enabled meet contingencies which 
budget, drawn months advance, 
possibly could foresee. 

The thesis behind the committee 
current control idea that conditions 
are changing rapidly every bank 
that impossible accurately budget 
ahead everything without (1) wast- 
ing money and (2) overlooking bets 
being hamstrung arbitrary budget 
limitations. 


THE HAND THE 
TAX-GATHERER 


exacts from companies the 
Associated 
toll $10,966,000 taxes. 


TOTAL different kinds 

taxes are levied upon com- 
panies the Associated System. 
There are addition, many fees, 
duties, and levies paid regulatory 
bodies, well indirect taxes in- 
cluded the prices paid for manu- 
factured articles. Here are dozen 
the taxes: 


realproperty taxes 

gross generation 
income personal property 
energy 

capital stock oans 

franchise license taxes 


Taxes Associated companies 
amounted $10,966,000 during the 
months ended September 30, 
1934. This amount represents in- 
crease 26% during the preceding 
months, and increase 68% 
since December 31, 1930. 

this $10,966,000 could have 


been passed along customers in- 


stead togoverning bodies, would 
have been sufficient supply free 
electric service for one year more 
than 325,000 residential customers. 


Orit would pay the annual interest 
more than $219,000,000 secu- 
rities the rate 5%. 


The possible effects increased 
taxation utility investments was 
one the reasons for the Plan 
Rearrangement Debt 
tion Associated Gas and Electric 
The purpose the Plan 
protect the interests the 


more than 300,000 Asso- 
ciated security holders, 


ASSOCIATED GAS 


ELECTRIC SYSTEM 
BROADWAY, NEW YORK 


ABS. 


Saving Armored Truck Service 


about 

Smith; reduce his salary some- 
thing,” grumbled the cashier. “He’s 
been working all day save $3.” 
was referring the auditor, whose 
Scotch mind was engrossed some- 
thing which seemed unimportant. 

“Tf saves day,” answered 
the president, have raise his 
salary. That is,” added hastily, 
year.” 


The auditor finished his deliberations 
afternoon, reporting and pointing 
with pride. Jones Street branch 
has been receiving average 
three times week cash deposit from 
large store customer and has been 
shipping the cash, averaging $10,000, 
immediately the Federal Reserve. 
Each time they hire armored truck; 
each time they hire the truck costs $3. 
That’s weekly $468 year. Now 


DEPENDABLE 
INSURANCE 


SINCE 


1863 


claims. 


Since the days covered wagons and clipper 
ships, FIREMAN’S FUND has constantly forged 
ahead, meeting changing conditions 
Today, through 11,000 far-flung agents, the com- 
panies this group write practically every form 
modern protection except life. 


When you buy insurance, let the STRENGTH, 
PERMANENCE and STABILITY these 
California companies your guide sound 


protection. 


cAgents Everywhere 


FUND GROU 


HEAD SAN FRANCISC 


sco 
the Principal Cities the States and Canada 


“PERMANENCE one the most important 
factors judging the strength insurance 
company. Claims sometimes arise years after 
accident and vital know that your policies 
will always worth par, matter when mis- 
fortune strikes. 


FUND INSURANCE COMPANY, 
founded 1863, has demonstrated its PER- 
MANENCE successfully weathering every 
panic and conflagration since the Civil War. 
During these years has never defaulted ona 
single obligation, having paid out 


stretch the imagination can we, 
under present excess reserve conditions, 
earn weekly $10,000. couldn’t 
even money were per cent. 

can’t see what necessity exists for 
shipping cash around town $10,000 
lots, even sending out truck pick 
such small sums cash from de- 
positors who find convenient for 
suggest that tell the branch man- 
ager make his deposit once week, 
accumulating the cash the branch 
vault until gets lots $30,000. 
means that, applied all 
branches, would have fairly sub- 
stantial rise vault cash, but the cash 
earns nothing excess reserve the 
Federal and nothing the vault branch, 
it’s standoff; earn more 
but spend less. Tell the Jones Street 
has to, and save $6. save, then, $312 
year. Apply the idea elsewhere and 
save few thousand year.” 

was one those things nobody 
had thought and there was good 
reason against its adoption. The inci- 
dent was richly illustrative the small 
savings recurrent kind which alert 
cost accountants can evolve. 


RUSSIA 


After several score 
class were executed 
for the assassination Kir- 


off, secretary the Commu- 

nist party, Zhdanov, be- 

low, was appointed take the 

important post left vacant 
the former official 


WIDE WORLD 
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Credit Self Control 


(CONTINUED FROM PAGE 26) 
ber bank reserve balances December 
1934, amounted $4,073,000,000. 
Evidently expansion bank credit 
that took the banks the peak the 
boom period would leave excess reserves 
$1,500,000,000 more. 

The inadequacy the specific plan 
question under any probable conditions 
long reserve balances remain 
large they are now may also 
rather conclusively demonstrated. Take 
the case the New York City member 
banks. such centers that activity 
deposit accounts normally the high- 
est, and such centers that ac- 
tivity usually increases most rapidly 
periods excessive speculation. These 
institutions June 30, 1934, reported 
gross deposits $8,483,000,000. Sup- 
pose the plan here question were 
placed effect and the amount re- 
serves reached the limit permitted 
it, namely per cent gross deposits. 
would require reserves $1,272,- 
000,000. These banks actually had re- 
serve balances $1,417,000,000 the 
date question. Their reserve balances 
amounted $1,628,000,000 De- 
cember last. 


such activity would necessitate 
interior institution reserves approaching 
per cent gross deposits more than 
barely conceivable. may therefore 
concluded with confidence that the 
system, even assuming deposit veloc- 
ity increase substantial that oc- 
curring the last two three years 
the boom period, would still leave mem- 
ber banks with excess reserves. 

thus clear why the Federal Re- 
serve Board feels that the provisions 
the Thomas amendment are necessary 
make such system effective. 
course, with power raise the rates 
under the plan any desired level the 
authorities can what they will with 
excess reserves. equally obvious, 
however, that very substantial in- 
crease the rates proposed would 
necessary. raising rates this way, 
however, the problem the effect upon 
individual banks whose deposits are 
normally and healthfully quite active 
would have taken very carefully 
into consideration, and would, one sup- 
poses, distinctly troublesome. 

The committee has claimed, and 
various occasions the Reserve Board 
also, that the plan making reserve 
requirements depend largely upon ac- 
tivity accounts would, applying 
the pressure only upon abnormally ac- 


No, No! Surely Not Our National Bird 
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SMITH THE SAN FRANCISCO EXAMINER 


tive, speculative accounts, curb offend- 
ing banks while leaving the others 
largely unaffected. This not allowed 
the best banking theorists. seems 
particularly inapplicable situations 
such that existing present, that 
foreseen possibility the Reserve 
authorities. Excess reserves any 
particular bank (or deficiency re- 
serves) have way spreading them- 
selves around throughout the banking 
system. The idea that relatively small 
group banks could obliged 
contract through want reserves 
long large excess reserves existed 
generally throughout the country one 
that can hardly effectively defended. 


Foreign Trade 


(CONTINUED FROM PAGE 23) 

been accustomed give, less onerous 
credit terms, the entering the field 
industrial financing foreign enter- 
prises much enlarged scale (where 
such credit held will secure the 
supplying certain raw materials), 
and other methods necessary safe- 
guard our interests such markets. 

would appear that too much 
stress being laid price structure 
hindrance our foreign trade when 
actually the means payment are the 
greatest controlling factor shaping 
such trade. 

have repeatedly stressed public 
and private utterances that the Export- 
Import Banks not intend compete 
with commercial banks engaged 
foreign trade financing. They were 
created augment and supplement the 
facilities commercial banks the 
development our foreign trade 
rational basis. The banking fraternity 
has responded whole-heartedly this 
cooperative effort through the creation 
National Advisory Committee 
their own choosing, specifically charged 
with this obligation. That committee 
has already commenced functioning 
degree that highly gratifying. 

Let urge each and every banker 
avail himself the opportunity not 
only enlist the aid the Export- 
Import Banks working out with him 
specific transactions, but also use 
them clearinghouse for ideas and 
opinions looking toward the creation 
real national foreign trade policy 
consistent with the realities circum- 
stances both here and abroad. 


Events and 


Information 


(CONTINUED FROM PAGE 44) 


the temporary plan would limit the 
insured amount any one deposit 
account $5,000 and definitely fix the 
maximum assessment which banks 
would liable any year within 
amount ratio that would not “im- 
peril reasonable 

“Bankers widely are also the 
opinion,” President Hecht asserted 
his address the bankers’ forum dinner 
given the New York Chapter the 
American Institute Banking, “that 
some changes the Federal Reserve 
Act are desirable enable the system 
function more effectively the 
national interest. This would really 
step fulfilling the original purposes 
the System intended those who 
designed and created it. Certainly the 
national interest was then uppermost 
their thoughts. was the central 
intention that the nation’s credit re- 
sources and currency should coordi- 
nated and directed best facilitate 
the public-serving operations indus- 
try and trade. 

“Tt was not the intention bring 
about any form measure political 
control over the economic freedom 
business. was not intended, either, 
facilitate the employment banking 
credit stock market any other form 
beneficial influence for business stability 
the service all the people.” 

The Banking Act 1933 went far 
toward correcting the indirect use 
Reserve credit for speculative purposes 
and has increased the System’s powers 
promote the practice higher bank- 
ing standards. Also, more effective 
powers coordination have been given 
the central board. But “‘it gener- 
ally agreed that still further changes 
must made carry into the form 
law evolutionary developments that 
have grown out the nation’s experi- 
ences the last 


Trust Directory 


COMBINED directory trust insti- 
tutions, trust men and trust associations 
throughout the United States has been 
prepared the Trust Division the 
American Bankers Association. 

total 6,024 trust men and 
women, and 2,574 trust institutions 
having aggregate capital, surplus 
and undivided profits $4,219,693,988 
and total resources $31,385,707,625, 


March 1934, are reported the 
says Leon Little, Presi- 
dent the Division, introductory 
note. these trust institutions 1,288 
are state chartered institutions and 
1,286 are national banks. addition 
there are 202 branch offices with trust 
departments, making total number 
2,776 trust departments, representing 
1,574 towns, 


Colonel Lonsdale 
Administrative Committee 


COLONEL John Lonsdale, chair- 
man the board, Mercantile-Commerce 
Bank and Trust Company, St. Louis, 
Missouri, who was President the 
American Bankers Association 1929, 
again the Administrative Com- 
mittee the Association virtue 
his being the third last living ex-presi- 
dent, and therefore ex-officio member 
the committee under the constitution. 
The recent death Rome Stephen- 
son South Bend, Indiana, who was 
President 1930, left Mr. Lonsdale the 
third line. 


Checking 
Account Charge 


the Editor: 


proper handling and safe invest- 
ment increased deposits prob- 
lem which bankers everywhere are 
experiencing. Investments which may 
converted into cash during emergen- 
cies such occurred little over year 
and half ago are most cases the 
lowest the country’s history—short 
term Government bonds yielding but 
fraction per cent, none them 
yielding much over per cent you buy 
them today’s market. Banks must 
have more income. 

Banks are now confronted with many 
added costs the conduct their 
business, chief among them being extra 
taxes; increase 1,000 per cent 
the base rate for holdup insurance 


covering cash provided for local 
merce; one-half per cent assessment 
all deposits insured under the tem- 
porary Federal insurance fund. 

Ever since 1920 banks have been talk- 
ing about, and some have made, service 
charges. Service charges are for one pur- 
pose only—more revenue. Many anal- 
yses accounts have been made and 
they all look good paper. This last 
year you have heard very little about 
service charges bankers’ meetings. 
Many banks make service charges but 
none are telling how satisfactorily they 
are working. 

All banks Cleveland, Ohio, that are 
members the clearinghouse there will 
reduce their service charges January 
1935. Most service charges, put into 
effect far, discriminate against the 
small depositor and have produced 
much ill will. have enough ill will 
without producing more. 

Any charge made any bank 
business which discriminates between 
its customers sure run into grief. 
Statistics show that costs four times 
retain old customer. 

The Government, when put the 
check tax, did not say, “We will tax 
only small checks.” 


Thereisa service charge which does not 


discriminate against any depositor and 
fair all them. All depositors are 
afforded protection under deposit insur- 
ance, the cost the bank, and are 
furnished supplies and checks and vari- 
ous other benefits connection with 
checking account. For that reason every 
checking account should subject 
charge. this basis could institute 
the end each six months. 

help the small depositor may 
become big depositor, and should 
encourage him come the bank 
rather than penalize him his small 
account and drive him away from our 
institutions. 

Some the advantages the plan sug- 
gested are that (1) will bring larger 
net income the bank, (2) there are 
averages figure monthly and 
checks count and balances watch, 
(3) less work involved charging all 
accounts twice each year instead 
small accounts each month, (4) cents 
monthly charge small con- 
sidered penalty but not uniform 
minimum charge all accounts, (5) 
the small customer encouraged use 
banking services for which will pay. 

Sam 
Cashier 
Bank New Cambria 
New Cambria, Missouri 
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ACH bank doing home moderni- 
zation loan business has developed 
its own technique for handling the work. 
Indeed, might almost said that 
there are many systems banks, dif- 
fering greatly detail method 
while conforming specifications and 
the standards sound banking. 

Banks smaller communities seem 
particularly interested the busi- 
ness possibilities the renovation cam- 
paign and many them have devoted 
considerable care organizing efficient, 
inexpensive machinery. Generally 
speaking, one bank’s problems are typi- 
cal others’; consequently account 
how the First National Bank 
Glens Falls, New York, city 18,000 
population, has organized its moderni- 
zation loan work should prove instruc- 
tive and interesting. The narrator 
George Leicht, assistant cashier. 
Here are excerpts from the story 
prepared for the 

“We went into modernization loans 
with almost additional expense what- 
ever. Only little printing was required. 
One man does all the interviewing. The 
necessary bookkeeping fits nicely 
with our other work. fact, find 
monthly payment note for two three 
years calls for less detail than 90-day 
note which must renewed and signed 
all over again each renewal. 


CONSTITUTIONALITY 


This Supreme Court session 
will one unusual impor- 
tance because the funda- 
mental questions govern- 
ment involved test cases. Be- 
low, Chief Justice Hughes 
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Modernization Loan Method 


“We set the minimum ma- 
chinery. The Federal Housing Admin- 
istration application blank gives most 
the information need, although 
generally write it, pencil, any 
charge accounts the applicant may have 
and any information other indebt- 
edness. After check these 
references with red pencil and write 
‘OK’ after any his statements which 
have proved correct. 

“Usually, also get credit rating, 
which costs cents, and sometimes 
write out-of-town dealer bank. 

“When give the borrower the 
money, ask, What day the month 
going most convenient for you 
pay?’ For example, one man sells 
milk and paid the 15th 16th. 
ask him meet bank payment 
every month the 10th would mean 
marked his payments for the 20th, 
which means can comfortably meet 
those dates. One two other customers, 
who receive rent money specified 
date, have been permitted make 
their monthly payments day that 
seems most convenient for them. 

“Late charges not appeal 
possible source profit. would 
prefer get our money promptly. 
did not include any clause about late 
charges our note; collect any 
will class them along with protest 
fees. But hand each borrower pass- 
book, the front which write 
the amount his monthly payments 
and the due date. make 
portant him pay promptly and 
regularly. 

“Our note form very simple, yet 
provides room enough for all necessary 
information. the reverse side, col- 
umns are ruled off and dated for 
monthly payments, starting with any 
month the year. When the teller re- 
ceives payment writes the 
proper space and makes subtraction 
show the balance still due the 
note. makes similar entry the 
customer’s passbook, and also records 
the payment the blotter. 

“The bookkeeper writes this payment 
the ledger sheet, which corresponds 
size and set-up the reverse the 
note. few minutes can leaf 
through hundred pages, when get 
that many, and see all the payments 
due the past week have been made. 
not, telephone call some other re- 
minder will get hold the customer.” 


IMPORTANT 


banks and business 

the country over—more 

53,000 them, use LIBERTY 


For storage filing and transfer 
work, LIBERTY Boxes are 
convenience and 
economy. 


Regardless the records 
you want file and 
letters, and so on — the best, 
lowest-cost, systematic way 
to use LIBERTY Boxes. Hun- 
dreds banks have proved 
this fact making unbiassed 
tests. LIBERTY Boxes are bet- 
ter quality there size 
fit ed. use, LIB- 

keep records 
safe from loss dam- 
age, free from dust and mil- 
dew, and ready for instant ref- 
erence. No tying or untyin 
needed yet records are 
sealed. Many users say frankly 
that LIBERTY Boxes cut 
storage filing costs 50% 
75% or more. 


Storage 
Filing 
Boxes 


lowest-cost, safe, systematic 
way storage filing and transfer work.” 


LIBERTY Boxes are 


made the highest 

Easy F iling quality, 

Instant Finding fibre board, 

stron 

ABSOLUTELY End 

SAFE 

strips 

STORAGE 
and-tension-butt 

Real Economy semi-seals 

SAMPLE FREE 


standard sizes LIBERTY Boxes are 
available. Special sizes made quickly order. 
Write or mail coupon for free sample and full 
information. Please specify size wanted. 


Shipped Collapsed 


Set Up Instantly 


PIN THIS COUPON TO YOUR LETTERHEAD 
BANKERS BOX Inc. 
536-538 S. Clark St., Chicago, Ill. 
Please send free sample LIBERTY Box and full informa- 
tion. It is understood there is to be no obligation. 
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(CONTINUED FROM PAGE 31) 


rendered therefore just important 
the technical accuracy and efficiency 
the service itself. Manner just 
important method. The art bank- 
ing important the science. 

Banks spend money new business 
effort and advertising and then some- 
times nullify the results that invest- 
ment failing instil the importance 
the right attitude the part the 
teller contact employee the actual 
moment contact sale. Many 
banks are expanding their training 
employees include this technique 
dealing with people. 

Now after setting their own houses 
order quality service and caliber 
personnel, how shall banks about 
their dual task meeting direct and in- 
direct competition 1935? 

There is, course, the educational 
informational advertising program 
show the general public the true place 
and function banking our social 
and economic life and minimize 
the future the disastrous effects ru- 
mors and whispering campaigns 
uninformed depositors. Examples 
these are the continuing programs and 
services offered the American Bank- 
ers Association and the Financial Ad- 
vertisers Association. State banking 
associations and local clearinghouses, 
too, are supplying their member banks 
with material for advertising, publicity 
and public addresses. 

Business and banking developments 
the past few years have shown need 
for some revision banking laws, state 
and national. Bankers are generally 
agreement this. All us, however, 
must concern ourselves lest the de- 
mands for too restrictive banking stat- 
utes, coming from persons with unsound 
misinformed motives, have the even- 
tual effect closing doors tightly 
that business men and banks will 
stifled their efforts restore business 
and employment normal basis. In- 
telligent legislation will helpful but 
must guard against legislative venge- 
ance inspired those who, feeling they 
have been wronged, strike out blindly 
the whole structure American 
credit. 

With the big need today public 
support and confidence, the layman 
needs shown how important bank- 
ing his social and economic well- 
being, whether bank depositor 
not. Later, called upon, seems 


likely, vote for candidates laws af- 
fecting banking, such authentic infor- 
mation has absorbed will influence 
his action. Fair minded individuals will 
understand their dependence banks 
whether they have funds them 
not. 

Tell simple facts human interest 
way. will often surprise the individual 
but will undoubtedly win his respect 
and appreciation. 

That the unselfish part bank pro- 
motion—restoring the good name 
banking and rebuilding confidence, re- 
spect and appreciation for the system 
whole that all members may 
benefit. 

the competitive side (and not 
mean the high-pressure type cam- 
paign) there are the institutional ad- 
vertisements which stress quality 
management and service and policies. 
These discuss frankly such matters 
lending policies and emphasize that 
time-tried principles, rather than laws, 
make for sound banking. The most ef- 
fective way presenting these facts 
simple, understandable copy written 
interesting, human way. 

And finally, there the aggressive 
advertising specific services. For ex- 
ample, now that interest paid 
commercial deposits, confidence 
institution, personal relationships with 


its officers sheer merit service 
rendered become the bases for selection 
banking connection. Speed col- 
lections, convenient location and other 
factors reflected the reduction 
costs and availability funds for pro- 
ductive use are some the considera- 
tions that will help corporation 
determine its choice bank. The fact 
that banks, more than ever, have noth- 
ing sell but service. 

There still task, also, convinc- 
ing people the justice fair charges 
for checking account service. The gra- 
cious and effective way advertising 
persuasion. The necessity grows out 
the period when nearly all banks per- 
formed all sorts costly services with- 
out charge, some them not strictly 
within the province banking. 

“Show positive proof that this 
expenditure will come back with inter- 
the conservative banker says dog- 
gedly, “and will advertise.” 

But advertising there can seldom 
that positive proof. Every advertis- 
ing campaign one sense act 
faith, and therein lies one its glories. 
For what the secret big business, 
anyway, but faith? What the main- 
spring great fortunes but faith? What 
the element which more than any 
other sets apart the biggest men from 
the smallest? Faith. 


Lloyd George chided the British Government for its meagre expend- 
itures for certain forms relief. This English cartoon was headed 
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Books 


Treasuries and Central Banks. David 
William Dodwell. King Son, 
Ltd., London, 1934. 


government finance, the na- 

tionalization banking and credit, 
and the control credit and prices 
central banks are questions the 
greatest importance the fields 
banking, money, and credit. 

Mr. Dodwell, able English banking 
student, discusses many problems in- 
volved the relationship between 
central banks and government finance 
they have been developed the 
United States and Great Britain. The 
relationship central banking the 
two countries traced historically. 
Special attention given the weak- 
ness the United States the old in- 
dependent treasury system and the 
origin and development more recent 
fiscal policy carried through the 
Reserve System. 

Dr. Dodwell clearly holds, states, 
that the Federal Reserve System has 
been more subservient Treasury 
influence than has the Bank England. 
this does not mean infer that 
the latter has been any less helpful than 
the former, but rather that the British 
Chancellor the Exchequer got what 
assistance the bank could legitimately 
give without forcing the Bank Eng- 
land adopt policies designed make 
favorable market for government 
securities. 

The author finds that public opinion 
the moment is, the whole, un- 
favorable central bank independence. 
comes the general conclusion that 
his survey must end with note 
interrogation,” since the future “de- 
pends very greatly what 
England and the United States. 


relationship central banking 


Program for Unemployment Insurance 
and Relief the United States. Alvin 
Hansen, Merrill Murray, Russell 
and Bryce Stewart. The University 
Minnesota Press, Minneapolis, 1934. 


Employment Stabilization Re- 
search Institute and the authors 
this book have performed important 
service presenting their extensive 
study unemployment and relief 
time when the public interested the 
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search for some workable plan for taking 
care the vast army idle the 
United States. 

The book provides 
statistical outline the problem for the 
state Minnesota, together with 
scheme for the country whole. Un- 
employment and relief are recognized 
separate problems. The aim the au- 
thors “is not lay down detailed 
provisions new plan unemploy- 
ment insurance but rather establish 
more solid foundations for the leading 
features that are being advocated 
plans for unemployment insurance 
the pooled type.” 

Several methods for investing using 
such funds are considered, and merit 
careful study those dealing with 
unemployment, especially persons who 
are framing legislation working out 
schemes for solving this social problem. 
Many, doubt, will reject the plan 
proposed—especially the combining 
state and Federal aid—on the ground 
that the country must taken 
whole order secure sound actu- 
arial basis. 

—Joun CHAPMAN 


Books Received 


METHODS INSTALMENT SELLING AND 
John Bartlett and 
Charles Reed. Harper, 1934. 295 pp. 
$3.50. Based actual experience. 


backer. Forbes, 1934. 332 pp. 
$5.00. book suggestions and warn- 
ings for the average business man. 


Industrial Conference Board, 1934. 148 
pp. $2.50. Trends since 1921; analysis 
changes state governments; tables. 


CLOSED AND Banks. Cyril 
Upham and Edwin Lamke. Brookings 
Institution, 1934. 280 pp. $2.50. Analy- 
sis the problems arising from bank 
suspensions. Chapters Federal finan- 
cial aid distressed banks. 


THE STANDARD 
THE George Luthringer. 
Princeton, 1934. 284 pp. $3.00. Thor- 
ough study unique exchange system. 


Economic Survey, 1933-34. 
League Nations, 1934. 355 pp. $1.00. 
Annual statistical index world pro- 
duction foodstuffs and raw materials. 


Henry Holt, 1934. 207 pp. $2.00. The 
importance stabilizing the prospects 
for profit. 
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MABEL DWIGHT. COURTESY THE NEW YORK PUBLIC 


The Collection Slow Loans 


relieving active lending officers 
all but the most general contact 
with slow loans and their slow pay bor- 
rowers increasing number banks 
have improved operating and adminis- 
trative efficiency enormously. The idea 
appoint one experienced officer, 
well skilled human nature well 
lending, exclusive administrative 
jurisdiction over all laggard loans. This 
leaves the other lending officers free 


NATIONAL 


give undivided time and attention 
profitable current business, unworried 
either the distressing and often har- 
rowing stories those who can’t pay 
failure collect from them some- 
thing account regular intervals. 
admitted and unfortunate 
fact, illustrative fidelity duty and 
the well being their institutions, 
that the bank officer who has made 
loan which has turned out slow, 
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RESOURCES EXCEED 
$250,000,000 


NATIONAL BANK 
DETROIT 


Detroit, Michigan 


through fault his own, has 
invincible tendency worry about it, 
not only affecting some degree the 
efficiency with which deals with new 
business, but also the skill with which 
administers the slow transactions. 
Dealing with slow loans rapidly be- 
coming art. 

From the standpoint time con- 
sumed lending officers dealing 
with borrowers trouble, the appoint- 
ment slow loan officers, even whole 
“slow loan departments” which one 
finds big city banks, economically 
justified. The average borrower 
trouble wants air his difficulties 
exhaustively and will take hours doing 
can find ear listen. Either 
wants pay cash prej- 
udicing collection the full amount 
ultimately, doesn’t want pay 
anything all possibly can 
avoided. Above all wants advice, 
suggestions and even, sometimes, more 
money. The bank officer, anxious 
collect what can give advice which 
will help bring about the desired result, 
unconsciously devotes the customer 
trouble time which sometimes 
taken from callers who have business 
greater immediate importance and more 
potential profit. 

Not the least part the problem 


F.H.A. COUNSEL 


Roger Whiteford, Washing- 
ton attorney, has become 


general counsel the Federal 
Housing Administration 
dollar year. has been per- 
mitted continue his private 
practice law 
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shunt slow borrower from the officer 
with whom has been accustomed 
deal one whom hasn’t previously 
met. Under conditions must the 
feelings the customer injured; 
being shifted the “sick 
For may recover and his business 
may again source valued profit 
the bank. explanation which 
fies most customers, especially they 
are greeted briefly the officer they 
know, that such officer rushed with 
new business and that Mr. Blank has 
been assigned the duty handling 
certain existing business “standing 
loans”. Let not stressed how long 
they have been standing. 

interview with one the most 
successful these slow loan officers 
recently was most illuminating. 
must first all take the position 
doctor treating sick patient,” said. 
“We must work the thesis that the 
customer going get financially well, 
that will not, financially, die. Like 
the professional medicine man, must 
listen carefully round round 
description his fight and assume 
air optimism. Use patience and 
stimulate with encouragement—except 
the case wilful crooked non- 
payers. Upon the latter use everything 
but club. 

“Remember that the bank does not 
need collect today, tomorrow next 
year. Remember that while human life 


CONTINUED CONTROL 


his annual report the 
President, Secretary Wallace 
urged flexible control farm 
production, decentralization 
industry provide work 
new locations and lowering 
some industrial prices 
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finite, the bank will future 
years. Assured recovery principal, 
large portion it, eventually, 
can afford wait. bank has ample 
funds and liquid and well capitalized, 
moderate slow loan account nothing 
worry about. 

“Give the unfortunate borrower ad- 
vice. Puzzle out his problems with him. 
Help him utilize idle facilities; help him 
establish new connections and markets; 
get other creditors cooperative 
frame mind. The world friendly 
place for man financial difficulty 
through circumstances poor judg- 


ment, especially frank about his 
affairs and earnestly well meaning. 

“The greatest problem all the 
man who has convinced himself that all 
hopeless and all over. The business 
man who has lost his morale irrevocably 
hopeless and you might well write 
off his loan total loss. great objec- 
tive slow loan administration keep 
the ranks the hopeless small. 

“Tf the chances seem good, gamble 
few hundred dollars slow pay cus- 
tomer through increase his loan, 
but never make general habit 
throw more good money after bad.” 


ADMINISTRATIVE AND RESEARCH CORPORATION 
(NEW YORK) 


120 WALL STREET, NEW YORK 


Furnishes Investment Advisory Service 
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THE MARYLAND FUND 


Prospectuses May Obtained Upon Request 
From Your Local Investment House 
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Our complete banking facilities in- 
sure out-of-town banks and bankers 
prompt, efficient and economical handling ac- 


counts invite you use our facilities. 
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HISTORIC 


President strolls 
the Avenue” the old 
Willard are memorable 
Leaders today’s affairs 
find themselves again the 
center National events 
the modern Willard—modern 
tion. 


Single Rooms with Bath 
Double Rooms with Bath 


WILLARD HOTEL 


WASHINGTON, 
H. P. Somerville, Managing Director 


YOUR BOARD 


and the new developments 


This is a time when well-informed directors are 
pillars of strength. BANKING has a group subscription 
plan, by means of which your bank can supply this 
magazine, each month, to all or selected members of 
your board. The cost is negligible. More than a 
thousand banks are making profitable use of it. 


Checks Money Orders 


DOPTION 
houses and regional bank groups 
schedules service fees upon the draw- 
ing checks and drafts for domestic 
and foreign remittances has precipi- 
tated some sections the country 
minor exchanges pleasantries between 
bank customers and bank officers which, 
when bank has opportunity pull 
out its cost sheets, can usually ar- 
gued out reasonable manner. 

The average business man would 
the last perform his services for 
nothing and, when properly ex- 
plained, can made readily under- 
stand just what his bank against 
the matter free services era 
when earnings threaten fade the 
danger line. But there are some cus- 
tomers who are not always reasonable, 


Bonds= 
for 

Bank Portfolios 


Applying the principle of FINANCIAL 
COUNSEL to active bond trading, BOND 
TRADER has been able to substantially 
improve that portion bank portfolios 
invested in: 

U. S. Government Bonds 


Bonds Generally Rated A or Lower 


Remuneration may nominal 
retaining fee and/or share in results ac- 


complished. 
Address Box 49 
Doremus & Co., 43 Broad St., N. Y. C. 


GMAC SHORT TERM NOTES 


available limited amounts 
upon request 


GENERAL 


ACCEPTANCE CORPORATION 


Executive Office BROADWAY 57TH STREET New York, 


OFFICES IN PRINCIPAL CITIES 


who haven’t time discuss the 
matter exhaustively, and who become 
acidulous not profane the first few 
months when they are charged, say, 
cents item for items excess their 
quotas under so-called codes. 

One bank officer has found short 
way convincing the obdurate and the 
obstinate having his secretary type 
off sheet listing the bank’s service 
charges for excess checks side side 
with the schedule fees printed the 
Post Office Department the backs 
application forms for foreign and do- 
mestic money orders. The post office 
schedule fees for domestic money 
orders is: 


For orders (each) 


From $0.01 $2.50 cents 
From 2.51 5.00 cents 
From 10.01 20.00 cents 
From 20.01 40.00 cents 
From 40.01 60.00 cents 
From 60.01 80.00 cents 
From 80.01 100.00 cents 


The post office fee scale for foreign 
remittances is: 


For orders from 

$0.01 $10.00 cents 
10.01 20.00 cents 
20.01 30.00 cents 
30.01 40.00 cents 
40.01 50.00 cents 
50.01 60.00 cents 
60.01 70.00 cents 
70.01 80.00 cents 
80.01 90.00 cents 
90.01 


Handing the customer the schedule, 
the banker observes pleasantly that 
quite welcome ahead and pay his 
monthly bills money order—but 
just see what would cost! Also that 
can withdraw pocketful cash 
and about, paymaster fashion, but 
without the bodyguard which 
well bred paymasters never neglect 
have handy. The loss one holdup, 
the banker might observe, would pay 
his bank’s small service charges for 
several years. 

the customer talking about the 
expense foreign drafts, the wise 
banker will observe that always tries 
quote rate close the market, 
whereas for weeks last year the United 
States post offices sold sterling money 
orders sterling rate ranging from 
cents above the market. 
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bank operation family 
loan department.” 

some banks this division hardly 
old the depression which has em- 
phasized its importance. others 
may have enjoyed previous existence 
the “liquidation”’ “legal” depart- 
ment. Whatever the name, its activity 
has greatly increased during the last 
few years banks have endeavored 
solve the pressing problem salvaging 
money lent borrowers who would not, 
could not did not repay. 

All bankers and bank employees are 
familiar with the staggering figures 
which stand for the write-offs banks 
have had make their loan accounts 
since 1929. Thus the problem re- 
covering large portion possible 
this drain the banking resources 
the country becomes question 
major importance. Banks which for any 
reason have not yet turned their atten- 
tion the construction efficient 
office machinery for handling the job 
salvage may interested outline 
procedure followed institutions 
that are making success 
off loan” recovery. 

The organization and operation 
the department may and does differ 
from bank bank, but the purpose re- 
mains the same. Briefly stated, this: 
“Keep these loans alive.” 

department’s efficiency may de- 
pend upon numerous factors, some 
them beyond the bank’s control, and 
varying degrees success may attend 
its efforts. Some institutions will find 
difficult match the record one 
bank that prides itself being able 
make partial collections per cent 
these accounts; yet this particular in- 
stitution’s achievement indication 
what perseverance, patience, re- 
sourcefulness, tact and hard work can 
accomplish. 

The department operates quietly and 
unostentatiously. Few, any, the 
bank’s borrowers—even those whose ac- 
counts are receiving attention—know 
its existence such; neither many 
the employees, although not 
operated the basis detective 
bureau. 

When loan charged off the books 
the customer, course, not informed 
the action that has been taken. In- 
side the bank, however, the wheels are 
once set motion. Information bear- 
ing the account obtained from all 


the newer members the 
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Collecting Loans 


available sources within the institution 
—officers who know the borrower, the 
credit files, the trust department, the 
thrift account division—and sent the 
loans” man. This person, 
who some banks has several assist- 
ants, can best described happy 
combination lawyer, diplomat, psy- 
chologist and accountant. His job 
hard and needs all his resources 
make successful. 

many instances where the charge- 
off was made prior establishment 
the department the bank does not know 
the whereabouts the borrower from 
whom recovery attempted. 
Thus the first task trace him 
through city telephone directories, 
endorsers other usual channels. 
When finally found—and ma- 
jority cases located eventually— 
the department head sends form letter 
inviting the delinquent the bank 
discuss “an important matter.” Be- 
cause the communication signed 
different individual than the person 
with whom had been accustomed 
deal, the borrower, receives the 
letter, usually accepts the invitation. 
the case charged-off loans cor- 
porations the same procedure applies 
finding officers and endorsers notes, 
any. 

the course the ensuing interview 
the bank official states the nature the 


business, explains the bank’s position, 
and endeavors obtain accurate ap- 
praisal the customer’s financial con- 
dition, going into such questions in- 
come, assets (they are usually small) 
and employment. The borrower then 
asked agree plan for liquidation 
the indebtedness instalments, fre- 
quently percentage his monthly 
salary, the borrower individual. 
The amount the repayments sug- 
gested may small—$5 month. 

Not all borrowers, course, are 
pleased such arrangement and 
protest that they are unable pay. 
The bank’s representative may then 
state that the customer will given 
certain period time which accept 
the proposal; does not, legal steps 
will taken—a summons garnish- 
ment upon salary. person with job 
cares face the unpleasant situation 
which may arise from such procedure, 
and this method approach usually in- 
duces him agree. 

Usually simple system records 
all that required. This may consist 
single card which provided space 
for the essential data, including dates 
payments, status the account, etc. 
alphabetical folder can kept for 
each borrower and the cards audited 
periodically and proved with controlling 
accounts the general bookkeeping de- 
partment the bank. 


The illustrations show the top halves the face and reverse card for 
charged-off loan records 
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CALIFORNIA 


From Fresno south 
the Imperial Valley 
and especially and 
around Los Angeles, 
the Largest and Lead- 
ing Bank 


CURITY FIRST 
NATIONAL BANK 
ANGELES 


This Bank offers every 
ice which any Bank any 
Trust Company may legally 
offer perform. 


Resources over 
$500,000,000 


GENERAL 
MILLS, 


26th Consecutive 
Preferred Stock Dividend 


November 30, 1934 
Directors of General Mills, Inc. announce the 
declaration of the regular quarterly dividend 
of $1.50, which is the 26th consecutive divi- 
dend, per share upon the preferred stock of the 
company, payable January 2, 1935, to all 
preferred stockholders of record at the close of 
business December 14, 1934. Checks will be 

mailed. Transfer books will not be closed. 

(Signed) KARL E. HUMPHREY, 

Treasurer. 
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Forty Hours 
Week 


SIMPLE but effective method 

recording employees’ time 
assure compliance with the 40-hour 
clause the Code Fair Competition 
for Banks being successfully operated 
the Brooklyn Trust Company, 
Brooklyn, New York. 

Time accounting has always been 
more less part bank routine; 
hence for many institutions the matter 
insuring employees against working 
more than the maximum number 
hours permitted the Banking Code 
was merely problem adapting old 
systems the new situation. 

The bank question has divided its 
personnel into departmental groups. 
Each worker records the time his 
her arrival the familiar clock, the 
stamped cards being collected twice 
day and sent the personnel depart- 
ment where the record every person’s 
time debit credit maintained. 

Thus worker arrives 8:45 a.m., 
when due report, and leaves 
p.m., instead 4:45, the closing hour, 
other hand, quarter hour late 
the morning and goes home promptly 
figured seven hours, with five hours 
allowed for Saturday. 

These margins, either plus minus, 
are carried cumulatively the individ- 
ual time cards and periodic entries 
the personnel department’s books. Hence 
possible determine quickly the 
exact status each worker. 

stated intervals during the 13- 
week periods into which the year 
divided each individual’s time state- 
ment delivered the proper depart- 
ment head. This report, appearing 
the end the fourth, ninth, eleventh 
and twelfth week, gives the exact num- 
ber hours and minutes the employee 
has worked, together with the total 
number hours contained the period 
the basis code requirements. 
the expiration the thirteenth week 
final accounting made. 

Those who have credit allowances are 
required draw their overtime within 
the 13-week interval which was 
compiled. The method compensation 
left the division chief, but fre- 
quently the stagger system used— 
that is, workers with credits must re- 
port late leave early until they have 


adjusted their schedules. means 
the frequent reports the department 
heads are able distribute the payment 
due time over the period, thusavoiding 
accumulations. 

The bank has found, however, that 
the majority employees come out 
virtually even. some departments 
which have seasonal spurts activity 
there apt overtime, but even 
the time credits made particu- 
larly busy individuals seldom exceed 
six seven hours weeks. Such 
time credit comparatively easy off- 
set equivalent time off. 

Code operation not concerned with 
time debits. Employees who are short 
their service the bank are not re- 
quired make the deficit. 


Safe Deposit 
Rental 


few years depression have safe 
deposit companies, especially city 
districts, suffered keenly from econ- 
omy axes wielded well intentioned 
customers. The explanation generally 
heard that the depression business 
and earnings has caused study ex- 
penses previously considered too trivial 
attack. Safe deposit boxes various 
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sections the country, and according 
their size, rent from $2.50 year 
several hundred dollars for box the 
size miniature vault. The average 
man usually pays without question 
item only few dollars year but 
now, addition the fact that has 
too little money, finds that hasn’t 
too much value keep ina box. 

One safe deposit company the first 
onset customers intent upon closing 
out their boxes and depositing the re- 
mains their wealth the old stocking 
under the loose brick the home 
chimney used the traditional arguments 
for some time and was disappointed 
find the high percentage non-success 
among determined budget pruners. 
reduced its expenses its income fell 
and the time its vault managers were 
typing their own letters concentrated 
upon finding way out. the mean- 
time, the list closeouts was added 
embarrassing rise the number 
customers who merely disappeared and 
failed pay their rent bills for two 
three years. Even their boxes were 
opened according law and returned 
service under new locks, this process 
cost average $7.50 per box, adding 
expense well eliminating all 
hope recovery the non-paid 
revenue. 

One manager suggested that, though 
the bill for annual box rent was moder- 
ate annual basis, was psycho- 
logically bad bill lump sum 
once year, making bulk large 
individual’s budget for the month 


TARIFF COMMISSION 


Robert Lincoln O’Brien has 
been renamed chairman the 
United States Tariff Commis- 
sion. was originally ap- 
pointed President Hoover 
1931 
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which happened fall. The experi- 
ment was tried billing fair sized rents 
quarterly, and making available 
those arrears the privilege paying 
ing bills insignificant sums, including 
tax, the safe deposit company found 
most them were paid routine 
ion, being too small query, whereas 
the previous large bills, while small 
prorated annual basis, were nevertheless 
large enough stimulate customer’s 
economy instincts. 


Correspondent 


Service 


country banker was spending 
the day with his city correspondent 
banker and one the themes after- 
luncheon conversation was the golden 
opportunity the country bank had 
missed recently when the Treasury had 
done its financing with unexpectedly 
sudden éclat, which was advertised 
premiums quoted the newly offered 
securities. wanted $10,000 that 
issue, least were almost positive 
wanted it, but couldn’t get our 
subscription time. generally takes 
two three days for talk things 
over and decide about them, and while 
were making our minds you city 
fellows bought all. And now look 
the premium: over per cent.” 

“Henry,” replied the city banker, 
have make our minds before 
the issue comes out. have Govern- 
ment security portfolio millions 
your hundred thousand; have mil- 
lions idle money your thousands 
excess reserves; have ten oppor- 
tunities getting information about 
what going your one. But what 
you have said merely proves one 
favorite points; you fellows don’t know 
yet what we’re here for. Why didn’t 
you tell you might want $10,000? 

“We would have got and, you 
subsequently decided you didn’t want 
it, could easily have taken off your 
hands, added our big pile those 
things and never noticed the additional 
weight. cost you and obliga- 
tion; there might even have been 
small profit. don’t mean you should 
joy ride with habitually, but you 
need few days decide, let hedge 
for you. Government bond markets 
these days don’t often wait.” 


DIVIDENDS 
ARMOUR COMPANY 


(ILLINOIS) 


November 23rd quarterly 
dividend one dollar and fifty 
cents ($1.50) the $6.00 prior 
preferred stock the above 
corporation was declared the 
Board Directors. Payable 


record the close busi- 


ness December 10, 
LALUMIER, Secretary 


ARMOUR COMPANY 
DELAWARE 


November 23rd quarterly 
dividend one and three- 
fourths per cent the 
preferred stock the above 
corporation was declared the 
Board Directors. Payable 

record the close busi- 
ness December 10, 1934. 


LALUMIER, Secretary 


The Supply and Control 
Money 
the United States 


LAUCHLIN CURRIE 


Clears great many misunder- 
standings regarding money and 
banking and makes suggestions 
for the reform the monetary 
system. readers will find 
guide the interpretations 
the weekly Federal Reserve 
Statement and related 
The Annalist. $2.50 postpaid. 
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Catches 3rd Bad-Check Artist 


TIMES teller Eastern bank 
slid his foot under his Padua Foot- 
Unit and quietly called the police. Each 
time “wanted” man was caught. You 
should have Padua 

Foot-Units. 


Let quote you 
Lift of foot sets off the alarm 


PADUA Hold Alarm Corporation 
135 Seneca Street Cohoes, 


Your Directors 
Read BANKING? 
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_NORTH DAKOTA — 


$35,000 

$30,000 

$25,000 

$20,000 

$17,500 
$15,000 

$10,000 


Minimum capital required for new state bank 


Banking News 


Have you ever seen map like this? 


The story tells simple and the facts are certainly available 
anyone who takes the trouble assemble them. 


The subject happens timely and important. Also the 
map fairly good example the type original informa- 
tion which published BANKING the time when 
most useful. 
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SHOEMAKER IN THE CHICAGO DAILY NEWS 


CONVENTION 
CALENDAR 


A.B.A. Meetings 


Feb. Midwinter Trust Confer- 
ence, Waldorf-Astoria 
New York, 


Mar. 7-8 Savings Conference, Wal- 
dorf-Astoria Hotel, New York, 

Apr. Spring Meeting Executive 
Council, 
Hotel, Augusta, Georgia 

Nebraska 

Hotel, New Orleans, Louisiana 


State Associations 


May 7-8 Oklahoma Bankers Association, 


Oklahoma City 


North Carolina Bankers Associa- 
tion, Carolina Hotel, Pinehurst 


May 9-10 


May Missouri Bankers Association 


May 23-24 South Dakota Bankers Associa- 
tion, Sioux Falls 

May New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City 
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Examinations for Bank Officers 


UCH has been written during the 
past four five years about 
qualifications for bank officers. 

number plans have been advanced, 
and few bills have been presented 
Congress providing for the examination 
bank officers before governmental 
boards constituted for that purpose. 
the ambition the sponsors such 
legislation that series written 
examinations they may determine who 
are and who are not qualified assume 
managerial positions banks. 

Any system examinations deter- 
mine the qualifications bank officers 
hold administrative positions should 
rather extensive the point test- 
ing the applicant’s knowledge bank 
organization and operation, banking 
and law, banking and finance, and cur- 
rent economic problems. Such examina- 
tions, they are carry any degree 
prestige, should comprehensive and 
should cover least two days’ time. 

bankers and bank employees through- 
out the country have already taken ex- 
aminations that measure their knowl- 
edge, both theoretical and practical, 
the business which they are engaged. 
These tests are given periodically 
members the American Institute 
Banking, educational system which 
helping develop the highest type 
banking personnel, especially among the 


younger generation. Scattered across 
the country 229 chapters, local 
units, the Institute provides courses 
economics, finance, law, public rela- 
tions, bank operation, etc. would, 
indeed, difficult draft reasonable 
examination for bankers, the subject 
matter which had not been covered 
the Institute students. 

The work bank officer involves 
not merely academic practical 
knowledge economics and banking 
practice; other factors must con- 
successful administrative officer 
that scores people could pass 
written test involving knowledge 
banking law, bank operation, and bank 
management, but still prove ineffective 
bank officers. 

differs from law, medicine, and den- 
tistry that these professions are 
individualistic. only rare occa- 
sions that such professional men are 
called upon exercise their talents 
organizations. For the most part, their 
professional lives have only with 
their own practices and not involve 
all the elements that into organized 
business efforts which are necessary 
successful banking. 

The banker must spend his entire 
working life business organizations, 


large and small. conceivable that 
richly endowed with intuition, judg- 
ment and personality, and have but 
aspects his business. 

Beyond any written test, therefore, 
involving knowledge technical as- 
pects banking, there must within 
the purview any examining process 
some means which the intangible 
elements personality may deter- 
mined means placing the stamp 
approval one man certified 
banker and withholding approval from 
another. 

thorough job testing the qualifica- 
tions bank officers, must realize 
that the written examination has defi- 
nite limitations. This means that 
are arrive any conclusions regard- 
ing the examination bank officers 
which will carry weight either within 
the banking fraternity the public 
mind, period least two years must 
provided for careful study 
applicant who applies for such ex- 
amination, that the board examining 
him may have some basis for its judg- 
ment qualifications, not only 
from the point view his intellectual 
capacity but also from the point view 
those intangible factors which largely 
make break bank officer. 
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